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PREFACE 


In the volume “The National Budget System: With 
Suggestions for Its Improvement,” published by the Insti- 
tute for Government Research in 1927, the present writer 
attempted to describe the more important features of the 
system of financial administration employed by the national 
government since the adoption of the budget system in 
1921. In that volume no attempt was made to set forth the 
actual financial operations under that system. The present 
work seeks to do this, and may, therefore, be deemed to be, 
in a way, a companion volume to that study. 

The motive leading to the preparation of this study goes, 
however, beyond such purpose. An accurate knowledge of 
the financial condition of the national government, of the 
income received by it and the sources from which such 
income is derived, and of its expenditures so classified as to 
bring out their significance, is not only a matter of public 
interest but also a condition precedent to the intelligent 
planning of future governmental policies. Though a great 
improvement in the methods of stating the public accounts 
has followed the adoption of the budget system, it is still 
difficult not only for the general public but also for those 
directly concerned with the conduct of governmental affairs, 
readily to determine the facts regarding treasury resources 
and obligations and treasury receipts and expenditures. 
This arises only in part from inadequacy in the system of 
recording and reporting financial condition and operations. 
The best financial statements require interpretation and 
analysis through derivative statements if the significance 
of their showings is to be made evident. Such an interpre- 
tation and analysis, moreover, can only be made on the basis 
of a knowledge of the accounting system by which the data 
contained in the published statements are accumulated, and 
a familiarity with the more important changes that have 
taken place during the period covered in the revenue system 
of the government and the activities engaged in by it. 
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The selection of the period to be covered, that elapsing 
since 1921, has been dictated by two considerations. In the 
first place, it corresponds with the period doring which the 
new system of financial administration resulting from the 
adoption of the budget system has been in operation and 
permits of a certain evaluation of the benefits of that system 
as evidenced by the actual course of events. Through the 
figures presented, one can obtain light upon the question as 
to whether the new system has tended to keep down 
expenditures and to assure a more intelligent application of 
such funds as are appropriated, or the reverse. Secondly, 
the period corresponds fairly closely with the return to 
normal conditions as regards financial requirements follow- 
ing the disturbed and abnormal conditions resulting from 
the late war. An attempt to compare the details of govern- 
mental receipts and payments during this period with those 
of the war period, including in such period the years during 
which the government was liquidating its war obligations, 
would tend to confuse rather than to clarify. 

Incidentally, it is hoped that this study, and the form in 
which the facts regarding the financial condition and oper- 
ations of the government are here presented, will lead to an 
improvement in the manner in which financial data are now 
given in the official reports. 

In conclusion, the author desires to give recognition to 
the great assistance that he has had in the preparation of 
this volume on the part of the accountants of the staff of the 
Institute, and particularly Mr. T. G. Addison, and his 
appreciation of the kindness of the accounting officers of 
the government in furnishing explanations and data not 
contained in the official reports. 

The committee which cooperated with the author in the 
preparation of this volume was : Harold G. Moulton, Heniy 
P. Seidemann, and Cleona Lewis. 


W. F. WILLOUGHBY. 
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OF THE NATIONAL GOVERNMENT 




INTRODUCTION 


THE PROBLEM OF DETERMINING AND STATING 

THE FINANCIAL CONDITION AND OPERATIONS 
OF THE NATIONAL GOVERNMENT 

There are few classes of economic data more desirable 
than that having for its purpose to reveal the financial con 
dition and operations of governments. Such information is 
needed, not only as throwing light upon the extent to which 
governments are making increased demands upon the tax- 
payer but also as furnishing much the best means of stating 
and measuring the relative importance of the various activi- 
ties engaged in by governments. There has been an unfortu- 
nate tendency for public attention to be concentrated too 
largely upon such single items as the total payments to 
governments in the form of taxes, total expenditures by 
governments, and the like. An increase in taxes has been 
viewed as, per se, an evil. Such a position is wholly an illogi- 
cal one. Though governments may spend more, they do 
more; and it may well be that the increased demand made 
upon the taxpayer is more than offset by the additional ser- 
vice rendered to him. The really important things are not 
so much the grand totals of governmental revenues and ex- 
penditures as the sources from which such revenues are 
derived and the purposes to which the expenditures are de- 
voted, the extent to which governments are improving their 
financial condition through the payment of their debts or 
tlie reverse, and the like. This information the present work 
seeks to present for the national government for the period 
elapsing since July 1, 1920, that period corresponding to the 
one during w^^hich the new system of financial administration 
resulting from the adoption of the budget system has been 
in operation and beginning with the year in which the finan- 
cial operations of the government had returned to a fairly 
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normal condition following the abnormal conditions result- 
ing from the war and the liquidation of the obligations to 
which that conflict had given rise. 

The question may be asked why a special study is required 
to present this information. The answer is to be found in 
two facts : first, that the official reports, which purport to 
set forth the financial condition and operations of the gov- 
ernment, are not prepared in a way to reveal the informa- 
tion that it is desirable to have; and, second, that even if 
they did so, there still remains the need of subjecting this 
information to analysis with a view to bringing out the sig- 
nificance of the data presented and setting forth the reasons 
which have brought about the changes that are shown. 

Accounting systems should have two major purposes : (1) 
The establishment of the fidelity with which the financial 
operations of the enterprise with which they are being con- 
cerned are being conducted; and (2) the furnishing of the 
information regarding such operations that is needed by 
the legislator and administrator in determining financial 
policies and controlling the conduct of officers, and by the 
public in determining the manner in which its representa- 
tives are discharging the duties entrusted to them. To ac- 
complish these two purposes, two sets of financial statements 
are required. The first, to which the name fidelity state- 
ments may be given, has for its purpose to insure that a 
proper record has been kept of all financial transactions and 
that all officers having the receipt, custody, or disbursement 
of public funds can account for all moneys coming into their 
possession. These statements thus constitute the official rec- 
ords and reports, strictly speaking. They are necessarily on 
the gross basis in that they must present a complete record 
of ail moneys received and paid out. If, for example, the 
government issues, as the national government has done in 
recent years, millions of loans for the purpose of meeting 
other loans that are maturing, the receipt side of the treas- 
urer’s account must show the receipt of the money realized 
from such loans and the expenditure side the payment of 
this money in retiring the matured loans^ regardless of the 
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fact that this transaction may not have affected in any way 
the net condition of the treasury or the real cost of govern- 
ment. Again, if, as is also the case in the national govern- 
ment, the government in administering its revenue system, 
collects, in the first instance, sums in excess of the amounts 
ultimately found to be due and subsequently refunds such 
excess, the fidelity accounts and statements must include 
such excess payments on the receipt side and the moneys 
refunded on the expenditure side, regardless of the fact 
that, by so doing, the accounts are made to show apparent 
receipts and expenditures too large by the amounts so col- 
lected in excess and refunded. In the same way the fidelity 
accounts and statements must record and show all receipts 
and disbursements, even though many of them may repre- 
sent mere transfers from one account to another or the 
handling of funds of a trust character which do not have any 
real bearing upon the government’s financial condition or 
its income and expenditure proper. 

It results from the foregoing that these fidelity state- 
ments, essential as they are in any proper system of account- 
ing and reporting, are inherently unfitted to supply the in- 
formation that it is desirable to have regarding the real 
condition, income, and cost of government. .For such infor- 
mation, resort must be had to other statements specially 
designed for that purpose. Unfortunately few governments 
have realized this twofold function of accounts. For the 
most part they have contented themselves with the produc- 
tion of data and the presentation of statements having to 
do merely with the fidelity factor. Though the national gov- 
ernment, following the adoption of its budget system, has 
done much more than most other governments in the way 
of preparing special analytical and informative statements, 
it still remains true that it has by no means prepared the 
statements that are necessax-y in order to make known its 
real financial condition and its real income and expenditures, 
and that many of the statements that it has prepared with 
this end in view are defective and at times absolutely mis- 
leading. The government, moreover, in issuing these state- 
ments, has not deemed it a part of its duties to subject them 
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to analysis with a view to pointing out the causes or polit- 
ical events that have been responsible for the changes shown. 

It is for these two reasons, therefore — ^the inadequacy of 
the existing statements contained in the official financial re- 
ports and the need for an explanation of the facts that are 
shown — ^that the present work has been undertaken. It is 
hardly necessary to state that the work of preparing these 
statements has been one of great magnitude and has in- 
volved the reaching of important decisions in respect to how 
particular transactions shall be handled. In order that the 
full purport of the data presented may be made known, and 
the reason seen why the figures thus given apparently vary 
widely from those contained in the official reports, there is 
first given a statement of the procedure followed in the re- 
classification and restatement of the data contained in the 
official reports. 

Trust Fund Operations. The national government, in com- 
mon with most governments, has the handling of important 
sums of money which do not constitute a part of its legal 
possessions, and transactions in respect to which have no 
bearing upon its financial condition and income and expendi- 
tures, properly speaking. In respect to these the govern- 
ment acts merely as a trustee, and the funds so handled are 
known as trust funds. Examples of such funds are the 
moneys held in trust and administered by the government 
for the benefit of the Indians, the funds held by the Alien 
Property Custodian for ultimate distribution to their own- 
ers, the so-called General Railroad Contingent Fund, con- 
sisting of moneys paid by the railroads under what is known 
as the recapture clause of the Transportation Act for ulti- 
mate use in aid of the weaker railroads, and the moneys held 
as savings funds for the benefit of institutions, or depositors 
of various kinds. One of the first things to be done in seek- 
ing to determine the real financial condition of the govern- 
ment, its real income and expenditures, is, therefore, the 
exclusion from the statements of all operations having to do 
with these funds. This has accordingly been done in the 
statements presented in this study. 
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Insurance Fund Operations. Within recent years the na- 
tional government made comprehensive provisions for the 
compensation of its employees injured "while in the perform- 
ance of their duties and the payment to them of pensions 
upon their retirement from the government service as the 
result of incapacity or old age. It has also made provision 
for life insurance of the veterans of the late war and pay- 
ment to them over a period of years of what is known as 
“adjusted service compensation.” Following correct actua- 
rial practice, the government has provided for the accumula- 
tion in special funds of large reserves for the meeting of 
these payments as they become increasingly large with the 
progress of years. The more important of these funds are 
the U. S. Employees’ Compensation Fund, the Civil Service 
Retirement Fund, the Foreign Service Retirement and Dis- 
ability Fund, the Government Life Insurance Fund, and the 
Adjusted Certificate Fund. The assets of these funds, as 
accumulated, are invested in securities of the national gov- 
ernment. The funds thus receive an income in the form of 
appropriations and interest on their investments, and the 
retirement funds a further income through the payment to 
them of certain deductions made from the salaries of the 
benefitting employees, and are charged with all benefits to 
which the insured acquire a right, including the refund to 
employees leaving the service before reaching the retirement 
age of contributions made by them in the form of deductions 
from their salaries plus interest on the same at the rate of 
four per cent. 

It must be evident that the current cost to the government 
of operating these systems is represented by the appropria- 
tions paid to these several funds rather than the payments 
made from the funds to beneficiaries ; that the receipts of 
the funds in the form of interest on investments and pay- 
ments representing deductions from the salaries of em- 
ployees covered by the funds are receipts of such funds 
rather than receipts of the government proper ; and that 
the assets of these funds are in the nature of trust funds for 
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the benefit of the insured rather than government assets. 
Transactions in reference to these funds have, therefore, 
been handled in this way. Statements of assets and liabilities 
of the government do not include the assets and liabilities of 
these funds; statements of the government's income do not 
include the receipts of these funds in the form of interest on 
investments and salary deductions; and statements of ex- 
penditures do not include payments made from these funds, 
but are restricted to payments made from the General Fund 
of the treasury to these funds in pursuance of appropria- 
tions, and the cost of operating the several compensation, 
retirement, and insurance systems which are met special 
appropriations and constitute a part of the cost proper of 
operating the government. 

District of Columbia Operations. In the administration of 
its financial affairs, the national government treats the Dis- 
trict of Columbia practically as though it were one of its 
administrative departments. Its gross receipts are covered 
into the general treasury in the same way as other items of 
income, its expenditures are met by drafts upon such treas- 
ury, and its estimates for appropriations are included in the 
national budget along with those of the other branches of 
the national government. From more standpoints than one 
this system of administering the finances of the District of 
Columbia is unfortunate. One of its unfortunate effects is 
that the inclusion of the operations of the District of Colum- 
bia in those of the national government improperly swells 
both sides of the accounts. The national government is 
credited with the receipt of some thirty millions of dollars 
of income which in fact does not constitute a part of its 
income, and is charged with a corresponding expenditure 
that does not represent in any way a part of the cost proper 
of its operations. In point of fact, the only real charge upon 
the treasury of the national government for the support of 
the government of the District of Columbia is the annual 
appropriation of $9,000,000, for the years 1925 to 1930, in- 
clusive, which represents the contribution on the part of 
f:TiA nafinnal e-overnment. All onerations of the District of 



Columbia^ with the exception of this item, have accordingly 
been eliminated from the statements here presented. 

Revenue and Expense Funds. In a considerable number of 
instances, Congress has provided by law that certain items 
of income, instead of being covered into the General Fund 
of the treasury, and thus made freely available for appro- 
priation, shall be set aside as special funds from which to 
meet certain specified expenditures. Examples of such funds 
are the Reclamation Fund and the Forestry Fund: pro- 
vision is made that certain of the receipts of the Bureau of 
Reclamation and the Forest Service shall be available only 
for meeting the expenditures of those services. While it is 
important from the budgetary and appropriation stand- 
point to have all such receipts and expenditures segregated 
and separately shown and accounted for, there is no need 
for making such a segregation in statements which are 
designed to show government receipts and expenditures, 
since these receipts and payments represent government 
income and expenditures as much as do other income and 
expenditures not so earmarked. In the statements given 
in this work no attempt is, therefore, made to eliminate 
them from the showing. 

Tax Refunds. In administering the customs and internal 
revenue laws, refunds amounting in the aggregate to over 
one hundred, and, in some years, to over two hundred mil- 
lions of dollars, are made to taxpayers as the result of the 
final adjustment of their payment obligations. In the finan- 
cial reports of the government as now published, receipts 
from customs and internal revenues are shown on the gross 
basis and the refunds to taxpayers are included among the 
expenditures. It is evident that this method of treatment 
distorts both sides of the accounts, both being made to ap- 
pear many millions of dollars greater than they really are. 
In the statements given in this study, this practice has been 
corrected. Refunds are deducted from gross income and 
the latter shown on a net basis, and all payments in the form 
of refunds to taxpayers are eliminated from the expendi- 
ture statements. 



Surrender of Income to States and Dependencies. In a con- 
siderable number of cases, the national government has 
provided that certain items of its income, or a certain pro- 
portion of its income derived from certain sources, shall be 
surrendered or paid over to the states or dependencies. Thus 
provision is made that all excise taxes, such as those on to- 
bacco, cigars, and the like, collected on products of Porto 
Rico and the Philippines will be turned over to those depen- 
dencies. In like manner all customs dues collected on prod- 
ucts entering Porto Rico, less the cost of collection, are paid 
over to Porto Rico. The same provision does not exist in the 
case of the Philippines, as that dependency has its own cus- 
toms system. A certain proportion of the receipts of the 
Forest Service from the operation or exploitation of the 
national forests are surrendered to the states in which such 
forests are located. The same policy is pursued in respect to 
receipts of the Federal Power Commission from licenses 
issued by it for the occupancy and use of national parks, 
national forests, public lands, and national monuments for 
power development purposes, and in respect to certain other 
receipts such as those from the sale of public lands. 

Two methods of handling transactions such as these are 
open: (1) To include in the income statements of the na- 
tional government the gross receipts from these sources and 
in the statements of expenditures the payments to the states 
and dependencies; and (2) to include in the income state- 
ments only the net receipts after the payments to the states 
and dependencies have been deducted and to eliminate from 
the expenditure statements all such payments to the states 
and dependencies. The first of these two methods is, it is 
believed, the preferable one and has consequently been here 
followed. The reasons for this choice are : that the items of 
income involved constitute national income and that it is 
desirable that the facts should be shown regarding the ex- 
tent to v/hich the national government has adopted the 
policy of surrendering to other political subdivisions a part 
of its income. 

Grants-in-Aid to States and Dependencies. As is well known 
the natiorial government has in recent years ad'Opted the 
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policy of voting- money from the general treasury to be paid 
to the states and dependencies as an aid to them in perform- 
ing certain services. The more important cases where this 
is done are the grants for the construction of roads, the 
maintenance of schools of a specified character, the rehabili- 
tation of the disabled, and the grant of maternal aid. The 
total of these payments amounts to many millions of dollars. 
As will be pointed out, it is important to distinguish between 
the cost proper of operating the government and total gov- 
ernmental costs. It is evident that payments of this kind, 
while a part of governmental costs, do not constitute a part 
of the cost proper of operating the government. Both be- 
cause it is desirable to know the extent and character of 
these payments, and because it is desirable to know the cost 
proper of operating the government, payments of this kind 
have been carefully segregated in the expenditure state- 
ments given in this volume. 

Operations o£ Special Business Enterprises. To an extent 
that is hardly appreciated, the national government has en- 
tered the field of the ownership and operation of undertak- 
ings similar in all essential respects to those carried on 
under private auspices. From its first organization, it has 
operated a system of postal communications upon which 
have been grafted supplemental services for the transfer 
of money, and the transportation, within certain limits, of 
merchandise. As a part of its war effort, it entered upon 
the construction and operation of merchant vessels on a 
huge scale. It has built, and now operates under a tolls 
system the Panama Canal, and in connection therewith owns 
and operates various industrial enterprises. It has con- 
structed and now operates a railroad in Alaska, and has 
more recently undertaken the operation of a barge system 
for the transportation of freight on the Mississippi River 
and certain of its tributaries. And in a number of other 
instances it has undertaken activities of a like character. 

The operation of these enterprises involves the receipt 
and expenditure of many hundreds, of millions of dollars an- 
nually. It is manifest that the statement of the total 
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receipts and expenditures of the g’overnment is vitally af- 
fected according to the manner in which these receipts and 
payments are handled in stating the accounts. Two methods 
are open : one where operations are shown on a gross basis, 
and the other where they are shown on the basis of their net 
results. Under the first, the gross receipts and expenditures 
of these undertakings are shown in the accounts precisely 
as the other receipts and expenditures of the government. 
Under the second, the receipts and expenditures of each en- 
terprise are balanced one against the other and the accounts 
are made to show only the net result in the form of a sur- 
plus or deficit. 

There is little doubt that the second of these methods is 
the one that it is desirable to follow in preparing statements 
having for their purpose to show the real income and expen- 
ditures of a government from the standpoint of the tax- 
payer. As these enterprises are run on the basis of having 
their expenditures met by their own receipts, the general 
treasury and taxpayer are affected by their operations only 
in so far as the general treasury is drawn upon to provide 
the capital outlay required to set them up or to meet deficits 
resulting from their operations, or may profit by having sur- 
rendered to it any surplus resulting from operations, or by 
the liquidation of their capital accounts. 

An additional reason for the adoption of the net basis is 
the fact that, normally, the operations of these enterprises 
should increase with the increase in population and the de- 
velopment of the economic activities of the country. This is 
especially true of the postal service. If the gross basis of 
presentation is adopted, both the receipts and expenditures 
of the government will be correspondingly swelled with the 
result that an apparent increase in the cost of government 
may be shown, while, in fact, there may have been no such 
increase, in so far as the taxpayer is concerned, or at least 
no increase in the amount shown. 

Unfortunately these considerations have not been uni- 
formly recognized by those responsible for compiling and 
publishing the statements purporting to show the total 
receipts and payments of the national government. In cer- 
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tain cases, as in those of the Merchant Fleet Corporation, 
the Inland Waterways Corporation, and the Alaskan Rail- 
road, the net basis is employed. In the case of the Postal 
Service, the net basis is, in principle, employed, though in 
stating the net results account is not taken of important 
categories of expenditures properly chargeable to such ser- 
vice, such as the cost of constructing and operating the build- 
ings made use of by the postal service, and the cost of oper- 
ating the Post Office Department proper. In the case of the 
Panama Canal use is made of the gross basis. In prepar- 
ing the statements presented in the present study care has, 
therefore, been taken to correct this inconsistent treatment 
and to present the figures wholly upon a net basis. This 
means that, in the statements of receipts, is shown only the 
surplus resulting from the operation of a special business 
enterprise in so far as such surplus is actually covered into 
the General Fund and not retained by the enterprise as an 
addition to its working capital or for use by it in extending 
its plant, and, in the statement of expenditures, only the 
moneys actually issuing from the General Fund to meet 
deficits or to finance the setting up or extension of the enter- 
prises. 

Loan Receipts and Expenditures. The same reasons that 
dictate the adoption of the net basis for showing the financial 
operations of special business enterprises apply in the case 
of loan receipts and expenditures. To a considerable extent 
governments issue loans for the purpose of meeting other 
loans that are maturing. This has been especially so in the 
case of the national government during the period covered 
by this study. During this period, the government has 
issued many billions of loans. Without exception, the pur- 
pose of these issues has been to refund in part maturing 
prior loans, the remainder of such maturing obligations 
being met from the general revenues. The net result of 
these operations has, therefore, been a reduction instead 
of an increase in the outstanding bonded indebtedness of 
the government. From the standpoint of fidelity account- 
ing it is entirely proper that these operations should be 
shown upon a gross basis; that is, one where ail receipts 
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from loans are shown on the income side and all disburse- 
ments for the payment of loans on the expenditure side of 
financial statements. From the informational side, how- 
ever, this treatment swells both sides of the accounts and 
tends to mislead rather than throw light upon the scale of 
governmental financial operations. From the standpoint 
of both the real cost of government and the burden entailed 
upon the taxpayer, the only significant fact is the net result 
of these refunding operations; that is, the net increase or 
decrease in the public debt therefrom resulting. The tables 
presented in this study are, therefore, prepared on this basis. 
Since the net result has, in all cases, been a reduction in 
debt, no item of receipts from loans appears in the tables 
showing governmental income, and the figures given in the 
expenditure statements represent the net reduction in 
bonded debt. 

Repayable Expenditures. In at least one instance the direct 
expenditures made by a service are reimbursed by the insti- 
tutions benefiting or on whose account the expenditures are 
made. The national banks are required to meet the cost of 
their inspection by the Comptroller of the Currency. The 
payments thus made by the banks are here treated as in- 
come and the expenditures entailed in making the inspec- 
tions figure among the expenditures of the government. 

Contributions. To a certain extent the expenditures of the 
national government for river and harbor improvements are 
met by contributions from the localities directly benefited 
from the improvement. These contributions are treated as 
income and the expenditures for the improvement are shown 
on the gross basis ; i, e., the total of the expenditures made, 
regardless of the source from which the funds for meeting 
such expenditures were derived. 

Receipts Credited Direct to Appropriations. In not a few 
cases the law provides that certain specified receipts shall 
be credited directly to appropriations. If such receipts were 
first accounted for as General Fund receipts and then trans- 
fer! ed trem the General Fund to the designated appropria- 
tions, no complication in stating the government incoiTie 
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would result from these provisions. Unfortunately, this lias 
not always been done. In some cases these receipts have 
been credited direct to the appropriations and do not figure 
in the general statements of government receipts, with the 
result that such statements fail by those amounts to show 
the real income of the government. This applies to the 
earlier years covered by this study; in the later years this 
practice has been corrected. In any case, the amounts in- 
volved are so small that the showings made are not ma- 
terially affected. 

Basis o£ Financial Statements. In concluding this explana- 
tion of the action taken in seeking to compile data that will 
present a fuller and more analytical statement of the na- 
tional government’s financial condition and operations than 
is afforded by the official reports, it is necessary to point out 
that all of the statements regarding operations here given 
have been prepared on what is known as the “warrant basis” 
for the years 1921 to 1926, inclusive, and on the basis of 
“checks issued” for the years 1927 to 1930, inclusive. 

Under the system of financial administration of the na- 
tional government all payment into or from the general 
treasury are evidenced by documents known as “warrants,” 
those evidencing moneys paid into the treasury being known 
as “receipt warrants” and those evidencing payments from 
the treasury as “pay warrants.” “In the early history of the 
government when payments to public creditors were made 
by direct treasury warrants, the warrants issued during a 
given fiscal year represented the actual expenditures of the 
government. Subsequently, however, as the expenditures 
increased with the growth of governmental activities and it 
was found impracticable to make all payments by direct 
warrants, advances or credits in round amounts were aii- 
thorizied to be established in favor of disbursing officers, so 
that at the present time the major part of the general 
expenditures of the government are made by means of dis- 
bursing officers’ checks from funds advanced to them upo3i 
accountable warrants. The funds thus advanced are placed 
to the credit of disbursing officers practically as a bookkeep- 
ing expedient, and, to the extent that the unexpended 
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balances of the funds so advanced vary between the begin- 
ning and the close of the fiscal year, the warrant expendi- 
tures differ from the actual expenditures for that year/’ 
Furthermore, ‘'as a matter of fact, some of the money 
[advanced to disbursing officers] in many instances is not 
actually spent until the period following the one in which the 
advance is made, and, to some extent, not at all, the unex- 
pended portion being returned to the appropriation accounts 
on the books of the Secretary of the Treasury in a subse- 
quent period, which operates to reduce expenditures on a 
warrant basis for that year.” ^ In like manner, the moneys 
actually covered into the treasury by means of receipt war- 
rants may not represent accurately all moneys actually re- 
ceived by the government, since collection officers at all 
times hold moneys that have been received by them but 
which have not been paid into the treasury by them. And, 
to a certain extent, moneys received by them toward the 
close of the fiscal year may not be paid into the treasury 
until the year following. 

It results from this that statements prepared on the war- 
rant basis, show treasury receipts and expenditures rather 
than government receipts and expenditures more strictly 
considered. There can be no question that statements based 
on actual collections of revenues and actual payments in 
settlement of claims by disbursing officers would furnish 
more accurate information regarding governmental receipts 
and expenditures assigned to the years in which they are 
made. The superiority of the method of showing expendi- 
tures on the basis of checks issued by the disbursing officers, 
instead of warrants representing payments from the treas- 
ury to the disbursing officers, was recognized by the Treas- 
ury Department in 1926, and, beginning with the fiscal year 
1927, that basis has been employed by it in stating the pub- 
lic accounts. 

While the figures given in the treasury statements and 
the ones here presented are thus on different bases for the 
years 1921 to 1926, inclusive, and for the years following, 
the differences between the two are so slight, representing a 

^ Secretary of the Treasury, Annual Report, 1927, p. 90. 
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variation of probably less than one per cent, that compari- 
sons between the years are vitiated to only a negligible 
extent. 

Fund Distinctions. Were all government receipts consti- 
tuting income covered into a single pot, or general fund, from 
which all payments to meet obligations were paid, the prob- 
lem of keeping and stating the accounts of a government 
would be vastly simplified. Unfortunately, no such condi- 
tion obtains in our national, nor for that matter in our state 
and local, governments. Taxes and other charges are im- 
posed in many cases for specific purposes and can be used 
only for such purposes. Whenever this takes place it is 
necessary to treat each such special class of receipts and 
expenditures as a special fund, and to set up what is known 
as a General Fund into, and from, which all other payments 
are made, the assets of which represent the only money that 
is freely available for appropriation. In the national gov- 
ernment there are several scores of such special funds, such 
as the Reclamation Fund, the Forestry Fund, the Civil Ser- 
vice Retirement Fund, and the like. These several funds 
constitute, as it were, separate financial entities, each hav- 
ing its own receipts, expenditures, assets, and liabilities. 
Both for fidelity purposes and in order to determine the ex- 
tent to which the revenues of the government are pledged to 
particular purposes, and especially the extent to which the 
revenues and assets of the government are freely available 
for appropriation, it is desirable that an analysis should be 
made of government income and expenditures, assets and 
liabilities by funds. Incidentally, such an analysis would 
tend to bring out the extent to which the government has, 
as it were, tied its own hands in respect to the management 
of its financial affairs, and to raise the question as to whether 
it is not a mistaken policy to make provision for such a mul- 
tiplicity of funds. 

Unfortunately, while the accounting officers of the gov- 
ernment must, perforce, observe fund distinctions in keep- 
ing their accounts, no adequate effort has been made to ob- 
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thus, not been possible, in the present study, to present in- 
formation regarding the assets and liabilities and receipts 
and disbursements of the government that it is desirable 
to have. From the standpoint of the public this lack of 
information is not serious, however, since information re- 
garding the income and expenditures of the government in 
which fund distinctions are observed is chiefly of value to 
those having direct responsibility for the voting of grants, 
the control of financial operations, and the actual conduct 
of the work of the government. It cannot be made too clear, 
however, that it is desirable that the financial reports of the 
government should contain statements in the nature of a 
balance sheet and operating statement for each public fund, 
with corresponding statements for each class of funds. 
Were such statements available, it would be possible to pre- 
pare general statements showing the assets and liabilities 
and receipts and expenditures, classified by funds. 



PARTI 

FINANCIAL CONDITION 





CHAPTER I 

TREASURY BALANCE SHEET 

The first thing that it is desirable to know regarding the 
financial affairs of an enterprise is its financial condition 
and how this condition compares with prior showings. The 
statement employed by private undertakings for imparting 
this information is known as a “balance sheet” and consists 
of a listing, under appropriate heads, of the assets and 
liabilities of the undertaking to which it relates, and their 
comparison so as to show their relations to each other and 
the “net worth” of the undertaking. No well-run private 
corporation would for a moment contemplate the establish- 
ment of an accounting system that did not permit of the 
preparation of such a statement. 

In marked contrast, few governments have provided 
themselves with accounting systems that permit of the prep- 
aration of statements of this character. Certainly the na- 
tional government has never done so. There are, indeed, 
not a few students of public finance who hold that govern- 
ments are justified in this action. They point out that gov- 
ernments are not operated for the purpose of earning profits 
that may be distributed to their stockholders; that they do 
not have to operate their affairs on the basis that they may 
ultimately have to undergo liquidation; that a large part 
of their assets consist of property, such as roads, sewers, 
parks, etc., that is dedicated to the use of the public rather 
than made use of by them in their own operations; that 
much of their remaining assets are in the form of public 
buildings, school houses and the like, which, under no rea- 
sonably conceivable contingency, are available for meeting 
obligations ; and that the greatest asset a government has, its 
power to levy and collect taxes, can not be effectively shown 
upon a balance sheet. It is their contention, therefore, that 
a balance sheet constructed along the lines of those made 
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use of by private corporations would not only serve no use- 
ful purpose but might even be misleading, if attempt is 
made to make use of it as a means of determining the real 
financial condition of the government to which it relates, 
or as a basis for the formulation of future financial policies. 

There is undoubtedly much of truth in these contentions. 
Nevertheless, it is believed that such a balance sheet is de- 
sirable for all governments. Though it does not have the 
value and importance that attaches to the balance sheets of 
private corporations, it at least furnishes information that 
it is desirable to have regarding the position of the govern- 
ment from a proprietorship or investment standpoint. If 
properly prepared, so as to distinguish clearly between cur- 
rent and fixed assets, it should not, moreover, be open to 
misuse. On the contrary, through the contrasting of cur- 
rent assets with current liabilities, it furnishes very essen- 
tial information regarding the condition of the govern- 
ment's treasury that it is desirable to have in the formula- 
tion of future financial policies.^ 

Whatever position may be taken in regard to this matter, 
it is at least certain that every government should cause to 
be prepared annually a statement in the nature of a balance 
sheet, in which treasury, as distinguished from governmen- 
tal, assets and liabilities should be listed and compared, and 
which, to distinguish it from a general balance sheet, may 
be given the designation of a “treasury balance sheet." As 
indicated by its designation the purpose of this statement is 
to bring out the information regarding the condition of the 
treasury rather than that of the government as a whole, 
viewed from the proprietary standpoint. Such a statement 
has been prepared for the national government and is given 
as Table 1. 

The most important feature of this statement is that it is 
rigidly restricted to the listing and comparison of those 

^ The best prepared government balance sheet with which the writer 
is familiar is that of the Territorial Government of Hawaii. See 
“Manual of Accounting, Reporting and Business Procedure for the 
Territorial Government of Hawaii,” by H. P. Seidemann, pp. 124, 
125, ^Institute for Government Research, Studies in Administration 
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assets and liabilities of the government that directly affect 
the treasury. In it, no attempt is thus made to list and value 
such fixed assets as land and its improvements, parks, for- 
ests, and the like. Nor is the attempt even made to include 
such assets as the investment of the government in such 
revenue-producing enterprises as the Panama Canal, the 
Alaskan Railroad, Muscle Shoals, and the like. The fact 
that the government has such property and investments 
should, however, be kept in mind. Their value runs into 
the billions of dollars, and undoubtedly exceeds by a large 
margin the net deficit shown by the balancing of treasury 
assets and treasury liabilities, with the result that were it 
possible to prepare a general balance sheet for the govern- 
ment, such statement would show a large excess of assets 
over liabilities. 

A second point to be noted regarding this statement is 
that, notwithstanding its restricted scope, it furnishes, in 
an exceptionally effective way, information regarding the 
real progress made by the government in improving its 
financial position, and the data needed for the formulation 
of future financial policies. Such policies have to be framed, 
not on the basis of the relationship between the total assets, 
including in such assets fixed property which, whatever may 
be possible in theory, is not in practice available for meet- 
ing government obligations, and total liabilities, but on that 
of the assets actually available to the treasury to meet obli- 
gations, present and prospective. Such data this statement 
presents with great completeness and in form that can 
readily be comprehended. 

The primary distinction made in listing treasury assets 
and liabilities in this statement is that between current and 
capital assets and liabilities. The figures showing current 
assets and liabilities are of relatively little importance. As 
in every well run enterprise the effort is made to keep funds, 
as far as possible, productively employed. The current re- 
quirements of the treasury can be determined with a fair 
degree of accuracy. Only so much money is carried in the 
current balance as is necessary to insure ability to meet 
current demands. As fast as the balance runs beyond this 
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1. Tebasuey Balance Sheet — 



1921 

1922 

1923 

1924 

ASBETS 

1 . Current Assets 

1. Cash in treasury 

2. Cash in depositories 

3. Drafts, etc 

$367,330,508.73 

556,157,318.40 

3,868,451.89 

$297,424,029.61 

233,333,059.94 

3,780,362.58 

$264,336,498.47 

372,409,684.73 

4,796,403.88 

$237,501,923.00 

240,874,456.83 

34,469,114.92 

Total Current Assets 

927,356,279.03 

534,543,452.11 

641,602,687.08 

512,845,494.76 

2. Capital Asseis . 

1. Foreign Government Obligations 

1. Warloans^ 

2. Sale of war and relief supplies-.. . . 

3. Germany: Reparations® 

4. Germany: Expenses army of oc- 

cupation^ 

10,990,277,011.15 

739,004,220.22 

47,531,941.60 

236,364,642.53 

10,904,137,661.78 

752,795,075.67 

49,633,681.32 

247,866,401.82 

11,011,339,274.16 

788,670,970.84 

51,734,421.04 

247.866,401.82 

11,250,044,418.0,3 

791,396,605.96 

53,837,160.76 

247,868,401 S2 

Total Foreign Government Ob- 
ligations 

12,013,177,815.50 

11.9.54,432.820.59 

12,099,611,067.86 

12,343,144,484 57 

2. Seouritira of Subsidiary Corporations 

1. Merchant Fleet Corporation; 

stock® 

2. Inland Waterways Corporation: 

50,000,000.00 

50,000,000.00 


10,979,310 31 

3. Panama Railroad Company: stock 

4. Federal Land banks: stock 

6. Federal Land banks: bonds (Fed- 
eral Farm Loan bonds) 

6. Fcderanntermediate Credit 

6,700,675.00 

183,035,000.00 

7,000,000.00 

4,264,880.00 

138.635,000.00 

7.000. 000.00 
3,088,070.00 

101,885,000.00 

12.000. 000.00 
82,042,123.40 

49,290,036.02 

7,000,000.00 

1,986,500.00 

101,885,000.00 

24.000,000.00 

29,502,192.25 

45,334,335.24 

7. War Finance Corporation® 

8. If. S. Grain Corporation 

fl. D. S. Housing Corporation’ 

; 10. Sugar Equalization Board, Inc.®. , 
11. U. S. Spruce Production Corpora- 

tlriTlS . . 

97. 0. 50. 376. ,57 

50.000. 000 00 

66.500.000. 00 
5,000,000.00 

191,478,377.68 

26,000,000.00 

54,072,264.89 

6.542.103.45 

400,000.00 

7,036,665.56 

400,000.00 

10,000,009.00 

400,000.00 

12. Hoboken Manufacturers Railroad 
Company 


Total Securities, Subsidiary 
Corporations 

468,286,051.57 

477,392,715.92 

262,739,894.08 

237,086,337.80 

3. Loans 

1. Railroad obligations 

680,438,653.67 

456,, 505, 129. 93 

419.383.158.97 

449,377,995.16 

q Rri'iT'r'I In'tnn 





4. Partners seed, feed, and relief 





Total Loans 

4. Securities: Sale of War Supplies and 

Ships (Domestic) 

5. Central Branch, Union Pacific Rail- 

road 

Total Capital Assets 

TOmn ASSETS...., 





680,438,653.67 

4.56,505,129.93 

419,383,158.97 

449,377,996.16 

104,089,768.89 

3,653,891.09 

77,761,599.43 

3,.540,373.55 

66,751,175.55 

3,523,703.52 

58.519,806.13 

3,505,982.27 

13,259,546,180.72 

12,069,032,639.42 

12,852,009,000.88 

13,091,634,865.93 

$14,180,902,459.75 

$13,504,176,091.53 

$13,493,611,687.96 

813,604,480,050.68 

LIABILITIES 

1. Current Liabilities 
, 1. Accounts payable. 

$394,457,949.25 

$270,416,516.20 

$271,715,771.05 

$274,815,980.01 
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June 30, 1021-1930' 


1926 

1926 

1927 

1928 

1929 

IflSO 

$228,605,026.45 

220,641,311.59 

3,285,897.20 

$207,481,915.43 

251,743,629.85 

60,801,453.14 

$202,347,945.52 

265,775,818.11 

1,894,701.35 

$202,981,561.50 

304,977,011.39 

2,207,454.98 

$223,796,414.14 

431,186,005.39 

1,106,997.26 

$97,832,969.33 

354,805,675.41 

809.603.92 

459.532,235.24 

520,026,998.42 

470,018,464.98 

510,166,027.87 

656.149,416.79 

453,508,328.72 

11.206,302.417.09 

792,583,392.11 

.55,938,900.48 

233,141,247.42 

1 11,799,879,167.80 
58,040,640.20 

233,141,247.42 

11,871,848,233.34 

60,142,379.92 

220,083,307.95 

11,853.406,768.55 

62,244,119.64 

206,981,334.92 

11,829,755.777.51 

64,345,859.36 

193,036,76,5.20 

11,641,508,460.99 

66,447,599.08 

184,905,290.26 

12,377,965,957.10 

12,091,061,055.42 

12.152,073,921.21 

12,122,632,223.11 

12,088,038,402.07 

11,892,861,3.56.33 

5,580.445.81 

1.500.000. 00 

7.000. 000.00 
1,613,046.00 

88.885.000. 00 

24.000. 000.00 

6,613,672.75 

1.500.000. 00 

7.000. 000.00 
1,180,440.00 

60.495.000. 00 

24. 000. 000. 00^ 

15,769,078.12 

4.000. 000.00 

7.000. 000.00 
842,008.00 

24,314,490.62 

5.000. 000.00 

7.000. 000.00 
555,700.00 

13,020,304.92 

7.500.000. 00 

7.000. 000.00 
383,028.75 

20,073,105.69 

9,000,000.00 

1 7,000.000.00 

! 292,310.25 

25,000,000.00 

25,000,000.00 

30,000,000.001 

30,000.000.00 







39,882,880.54: 

36,153,403.42 

32,642,324.88 

30,683,508.89 

29,023,596.47 

27,396,781.71 

10,000,000.00 

400,000.00 

10,000,000.00 

400,000.00 

99,993.00 

400,000.00 

99,993.00 

99,093.00 

90,993.00 




178,761,371.35 

147,342,516.17 

85,753,404.00 

92,653,698.61 

87,028,023.14 

93,862,399.65 

316,300,324.29 

5,140,000.00 

299,112,850.64 

6,910,000.33 

230,484,076.05 

9,550,801.66 

74,608,948.38 

14,055,769.99 

62,698,691.99 

19,478,428.32 

54,792,274.87 

38,500,667.65 













321,440,324.29 

306,022,850.97 

240,034,877.71 

88,664,718.37 

82,177,120.31 

93,282,942.52 

55,647,973.33 

3,482,833.23 

58,152,994.12 

3,466,834.82 

59,252,933.31 

3,455,555.89 

37,141,585.18 

3,440,417.44 

: 07,760,477.91 

i 3,424,611.2s 

84,001,701.09 

1 3,396,549.02 

12,937,298,450.30 

■ 12,006,046,251.50 

1 12,640,570,692.12 

12,344,532,642.61 

. 12,328,427.534.75 

! 12,167,414,949.21 

$13,396,830,894.54 

$13,126,073,249.92 

i $13,010,589,157.10 

112,854,698,670.4? 

: 112,984,576,951.51 

, $12,620,923,277.93 

$239,.5.52,794.4S 

1 $308,898,919.95 

I $237,420,344.56 

1 $249,975,697.0: 

5 $33 1,642,. 565. 9( 

! $140,725,413.69 




1 I 
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1. Theasury Balance Sheet — 



1921 

1922 

1923 

1924 

LUBiUTiES—CflnJwued 

2. Capital Liabilities 

1. Debt 

1. Interest bearing 

2. Matured on which intere.Ht has 

ceased 

3. Bearing no interest 

4. Other 

$23,737,352,080.37 

10,939.620.26 

227,958.907.77 

370,195,152.29 

$22,711,036,587.45^ 

25,250,880.26 

227,792,722.87 

296,463,860.49 

$22,007,590,754.03 

98,172,160.26 

243,924,843,55 

176,085,460.89 

$20,981,686,429.66 

30,241,250.26 

239,292.746.91 

164,954,368.94 

Total Debt 

Total Canitai Liabilities 

TOTAL LIABILITIES 

24,346,445,760.69 

23,260,543,051.07 

22,525,773,218.73 

21,416,074,785.77 

24,346,445,760.69 

23,260,543,051.07 

22,525,773,218.73 

21,416,074,785.77 

$24,740,903,709.94 

$23,530,959,567.33 

$22,797,488,989.78 

$21,690,890,765.78 

EXCESS OB DEFICIT 

Excess, Current Assets over Current Lia- 
bilities 

Deficit, Capital Assets over Capital Lia- 
bilities 

Deficit. Total Assets over Total Liabilities. 

-{- 532,898,329.78 

- 11.086,899.579.97 

+ 264,126.935.85 

- 10,290,910,411.65 

-1- 369,886.816.03 

- 9,673,764,217.85 

-f 238,029,514.74 

- 8,324,440,229.84 

-510,554,001,250.19 

-$10,026,783,475.80 

-59,303,877,401.82 

-58,086,410,716,10 


s Except for Foreign Government ObligationB, as of November 15. 

» Foreign Government obligations includes accrued interest to last interest date, -which in most instances is at November 16, fol- 
lowing the end of the fisotd year. The various refunding agreements combined the “War Loans" and the loans on account of war and 
relief supplies, making it impossible to segregate these items, 1926 to 1930. 

5 Germany: Reparations represents an estimate of amounts due at June 30. The original amount established by the Armistice 
agreement was 542,034,794.41, which is shown here, including an annual increase of 52,101,739.72 accrued interest at 5 per cent on 
basis of 365 days a year. The total amount of intere.st accrued as here stated aggregates $22,311,064.95 at June 30, 1929. The annual 
report of the becrelary of the Treasury states an amount of approximately $22,900,000 as at August 31 of the same year, whieb in- 
dicates our calculations are approximately correct. 

^Germany: Army Costs. These amounts were established by deducting from the original amount the repayments under the 
Dawes and Young plans and represent the balances as at June 30, 1921-1926, as at September 1, 192771929, and as at October 1, 1930. 

The refunding agreement with Germany, which materially changed the value of Germany's obligations, was consummated prior 
to the close of 1930 fiscal year, but inasmuch as the agreement states the obligations to be paid, in Reichsmarks, the values here stated 
we on the same basis as for prior years. 

> The original capital stock of 550,000,000 is still outstanding. The amounts shown are net, representing total caidtal less cash 
deposited in the treasury by the corporation. 

* Capital stock of $500,000,000 outstanding 1921-1924. The amounts shown are net, representing total capital less cash deposited 
in the treasury. $499,000,000 capital stock was retired in 1925 and an additional $990,000 in 1920, leaving a balance of $10,000 out- 
standing. _ 

"Capital stock of $70,000,000 outstanding. The amounts shown are net, representing total capital less cash deposits. 

* Capital stock of $5,000,000 outstanding. The amounts shown are net, representing total capital less cash deposits. Total retired 
in 1927. 


amount it is applied to the reduction of the interest-bearing- 
debt. The result is that the excess of current assets over 
current liabilities has tended to remain fairly stable at from 
$200,000,000 to $800,000,000. At particular periods, and 
especially immediately before and after the payment of the 
quarterly installments of income taxes, and the payment by 
the government of interest on its bonds and the redemption 
of maturing short term obligations, this amount for short 
periods may be considerably below or above this normal 
balance. 
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June 30, 1921-lQZ0^~Contimted 


1925 

1926 

1927 

1928 

1929 

1930 

$20,210,906,251.35 

30.242,930.26 

275.122,993.12 

142,941,522.28 

$19,383,770,860.05 

13,327,800.26 

246,084,419.38 

140,649,570.S2i 

$18,250,943,965.95 

14,707,235.26 

244.523,064.89 

144,712,313.03 

$17,317,695,096.45 

45,331,660.26 

241,263,806.22 

123,505,274.98 

$16,638,041,379.36 

50,751,399.26 

241,504,008,09 

136,063,842.90 

$14,921,892,350.00 

31,715,370.26 

231,700,678.92 

112,857,444.50 

20,659,213,697.01 

19,783,832,650.21 

18,654,886,579.13 

17,727,795,837.91 

17,067,261,690.50 

16,298,165,743.74 

20,659,213,697.01 

19,783,832,650.21 

18, 654, 886,579. 13| 

17,727,795,837.91 

17,067,261,590.50 

16,298,165,743.74 

120,898,766,491.43 

$20,092,731,570.20 

$18,892,306,923.63 

$17,977,771,534.93 

$17,398,904,166.46 

$16,438,891,157.43 

+ 219,979,440.82 

- 7,721,916,237.71 

+ 211,128,078.43 

- 7,177,786,398.71 

+ 232.598,120.48 

- 0,114.315,887.01 

+ 260,190,330.85 

- 5,383,263,195.30 

+ 324.506,850.83 

- 4,738,884,055.78 

+ 312,782,915.03 

- 4,130,750,794.53 

-$7,501,936,796.89 

-$6,966,658,320.28 

-$5,881,717,766.53 

-$5,123,072,864.45 

-$4,414,327,204.95 

-$3,817,967,879.60 


» Capital stock of $10,000,000 outstanding. The amounts shown are net, representing total capita! less cash deposits. $9,900,007 
retired in 1927. 

JO Amounts here stated were obtained from the annual report of the Shipping Board and represent the balance of loans outstanding 
as at June 30, i.e., total loans less repayments of principal, and does not include accrued interest. 

JJ The following appropriations have been made available for relief to farmers under the direction of the Secretary of Agriculture 

1. Seed Grain Loans 

Act of March 3,1921 $2,000,000 

Act of March 20, 1922 1,500,000 

2. Seed and Feed Loans, New Mexico 

Act of April 26, 1924 1,000,000 

3. Flood and Drought Belief 

Act of February 25, 1929 6,000,000 

Act of March 3, 1930 7,000,000 

No amounts are here stated for loans made from these authorizations for the following reasons: 

a. No security was taken by the Secretary of Agriculture other than the crops produced as a result of such aid, 

b. Borrowers for seed grain under acts of 1921 and 1922, whose crops were failures or produced less than five bushels per acre 
were released from repayment under “Joint Circular No, 6,” issued under authority of the provisions contained in the Agricultural 
appropriation act of 1921. 

c. Neither the published statements of the Secretary of Agriculture nor the Treasury Department reports show the exact 
amounts outstanding at any given date under these acts. 


Prime interest thus attaches to the information given by 
the table regarding the treasury’s capital assets and liabili- 
ties. So far as the writer knows, no previous effort has been 
made to compare these data wdth a view to bringing out the 
real situation of the treasury. The statement is continually 
made that the bonded indebtedness of the national govern- 
ment is so many billions, no mention being made that the 
treasury has owing to it other billions of interest-bearing 
obligations which are in the nature of offsets to such in- 
debtedness. The extent to which such statements tend to 
mislead regarding the real debt situation of the treasury is 
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(From Table 1) 


2. Net Excess, Treasury Liabilities over Treasury Assets 

(Prom Table 1) 
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brought out by this statement. It will thus be seen that 
while the capital obligations or debt of the treasury, on June 
30 , 1921 , was $24,346,445,760.69, the treasury had at that 
time interest-bearing obligations of others amounting to 
$ 13 , 259 , 546 , 180 . 72 , so that its real situation from capital 
indebtedness standpoint was but $11,086,899,579.97. Or, tak- 
ing the date June 30, 1930, while the treasury had outstand- 
ing debt to the amount of $16,298,165,743.74, it owned capital 
obligations to the amount of $12,167,414,949.21, leaving its 
net debt situation represented by the difference between 
these two sums, as $4, 130,750, 794.53.^ 

This listing and comparing of capital assets and liabilities 
is, furthermore, of importance from the standpoint of de- 
termining the progress being made in the improvement of 
the government’s debt situation. A mere statement that the 
public debt has been reduced by a certain amount during 
the year tells only a part of the story and taken alone may 
produce quite a misleading impression. Thus, to illustrate, 
during the year ended June 30, 1930, the capital liabilities 
or debt of the government was reduced from $17,067,261,- 
590.50 to $16,298,165,743.74, or $769,096,846.76. During 
that year, however, the capital assets of the government 
dropped from $12,328,427,534.72 to $12,167,414,949.21, or 
$161,012,585.51. The net improvement in the debt situation 
of the government was thus not $769,096,846.76, but that 
sum less the reduction in the capital assets of the govern- 
ment, or $608,083,261.25. It may also occur that the debt 
reduction shown was in part accomplished through the re- 
duction in the balance of current assets over current liabili- 
ties. Thus, the reduction of debt credited to the year 1922 
was brought about to the extent of $268,771,393.93 through 
a reduction in the excess of current assets over current 
liabilities. Finally, it may also happen that the government 
may at the same time improve its financial situation by a 
reduction in its capital liabilities, an increase in its capital 
assets, and an increase in its cash balance in excess of its 

“ The contingency that, as the result of a readjustment of the debt 
settlement or default on the part of the debtor, the full amoiint of 
the debt due by foreign governments may not be paid should, of course, 
be recognized. 
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current liabilities. The real measurement of financial prog- 
ress is thus to be found in the last item of the table, that 
showing the change that has taken place from year to year 
in the excess or deficit of total assets over total liabilities. 
Using these figures it will be seen that the improvement that 
has taken place during the years covered by the table is as 
shown in the following statement : 


Fiscal Excess Total Liabilities Reduction during* 

Year over Total Assets the Year 

1921 $ 10 , 554 , 001 , 250.19 

1922 10 , 026 , 783 , 475.80 $ 527 , 217 , 774.39 

1923 9 , 303 , 877 , 401.82 722 , 906 , 073.98 

1924 8 , 086 , 410 , 715.10 1 , 217 , 466 , 686.72 

1925 7 , 501 , 935 , 796.89 584 , 474 , 918.21 

1926 6 , 966 , 658 , 320.28 536 , 277 , 476.61 

1927 5 , 881 , 717 , 766.53 1 , 084 , 940 , 553.75 

1928 5 , 123 , 072 , 864.46 758 , 644 , 902.08 

1929 4 , 414 , 327 , 204.95 708 , 746 , 669.50 

1930 3 , 817 , 967 , 879.60 696 , 369 , 326.45 


Or, taking the whole period, the government improved its 
financial situation by the sum of $6,736,033,370.69, or an 
average of $748,448,152.30 for each of the nine years. 

In addition to furnishing information regarding the net 
situation of the treasury, this statement also furnishes val- 
uable data regarding the extent to which the government 
has pursued the policy of investing its funds in interest- 
bearing securities and the character of these investments. As 
shown by the statement, these investments fall, for the most 
part, under the three heads of : Foreign Government Obliga- 
tions, Securities of Subsidiary Corporations, and Loans. In 
the three chapters immediately following will be given an 
account of the circumstances leading to the making of these 
investments and certain additional data regarding them. 
The fourth class indicated, Securities : Sale of War Supplies 
and Ships (Domestic), came into existence as the result of 
the authorization given to the War and Navy Departments 
and the U. S. Shipping Board, in disposing of their surplus 
war supplies and ships to domestic purchasers, to accept in 
payment, where deemed desirable, the interest-bearing obli- 
gations of the purchasers in lieu of cash. It will be seen 
from the balance sheet that, on June 30, 1921, there was 
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owing to the government on this account a total of $104,- 
089,768,89, but that this item has steadily diminished in 
amount during the succeeding years with the result that on 
June 30, 1930, there remained due on, this account only 
$84,001,701.69. 

The item, Central Branch Union Pacific Railroad, repre- 
sents a balance due the government by that railroad from 
a period dating back sixty years or more when the govern- 
ment sought to aid in the construction of transcontinental 
railroads by the grant to the railroad of public lands and 
the guaranty of its bonds or the subsidizing of its work 
in one way or another. There might be some question as 
to whether this item should appear on the balance sheet, 
since it apparently is not payable in cash, but is being grad- 
ually liquidated by the use of the railroad by government 
officers in traveling on official business. 


CHAPTER II 

FOREIGN GOVERNMENT OBLIGATIONS 


The capital assets of the treasury in the form of moneys 
owed to it by foreign governments has a special interest, 
both on account of the large sums involved and the fact 
that a great difference of opinion has existed, and to a 
certain extent still exists, in the United States as well as in 
the debtor countries, as to whether, in view of all the cir- 
cumstances surrounding the incurring of these obligations, 
the provision that has been made for the payment of certain 
of them is a just and equitable one. 

A consideration of this issue does not fall within the 
scope of this study. In view of the importance of these 
assets it is desirable, however, to present in greater detail 
than has been done in the treasury balance sheet the more 
important facts regarding the purposes for which these 
loans were made or the obligations secured, the payments 
that have been made on account of these obligations, 
interest and principal, and the balances now due by the 
several debtor countries. 

These obligations are of four kinds: (1) The obligations 
of the governments with which the United States was asso- 
ciated in the prosecution of the late war, representing the 
advances made by the government of the United States to 
these governments to assist them in financing their war 
operations (2) the obligations given by foreign govern- 
ments to the United States government in payment of war 
and relief supplies furnished to them after the termination 
of the war; (3) the obligations assumed by the German 
government for the indemnification of the government of 
the United States and its nationals for damages inflicted 
by it upon them as the result of war operations; and (4) 

^ To a considerable extent these advances were made subsequent to 
the termination of hostilities by the Armistice. Especially is this true 
of the advances made to Prance. 
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the obligation assumed by the German government to repay 
to the United States government the cost of its army of 
occupation during the period that the United States partici- 
pated in the occupation of German territory following the 
Armistice. 

War and Relief Loans. The distinction that has been made 
between so-called war loans; that is, loans made to the 
debtor nations for war purposes, even though these loans 
to a considerable extent were made subsequent to the 
Armistice, and those obligations resulting from the sale 
to the debtor countries of war and relief supplies which, 
under the conditions of sale, were not required to be paid 
for in cash, is of interest not only from the standpoint of 
knowing the purposes of the loans but also because of the 
attitude of the debtors. At least one country, France, has 
persistently held that there was a fundamental difference 
between the two and that its moral obligation to discharge 
its debt was quite different in respect to that contracted 
on account of the purchase of war supplies subsequent to 
the Armistice and that resulting from loans made to it for 
the prosecution of the war, even though a considerable 
portion of such loan was made after the Armistice. The 
first, it denominated a '‘commercial” debt and recognized 
that it should be met like any other obligation; the latter, 
it designated a "political” debt and maintained that the 
circumstances under which it was contracted were such as 
largely if not wholly to relieve it of any moral obligation 
to repay. This contention was rejected by the United 
States. This point of difference between the two countries 
v/as responsible for the long delay in the final adjustment 
of the conditions under which the French debt should be 
refunded. In this final adjustment, the two classes of 
obligations were merged, in the case of all debtor countries, 
and the schedule of payments called for by the refund- 
ing agreements covered both classes as a single unified obli- 
gation. 

The advances for war financing as originally made to 
the countries allied with us in the prosecution of the war 
took the form of demand obligations which at first bore 
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an interest rate of 3^2 cent, this being the interest rate 
earried by the First Liberty Loan. This rate was subse- 
quently increased to 5 per cent. At the conclusion of the 
war period it was recognized, however, that it would be 
impossible for the debtor nations to make payment on 
demand if such demand took the form of complete payment 
at one time and that an interest rate of 5 per cent, 'while 
quite justified during the war period, wms excessive if 
continued on obligations to run for a considerable period 
of time. Congress, accordingly, by an act approved 
February 9, 1922, provided for the creation of a body to 
be knowm as the World War Foreign Debt Commission, to 
which was entrusted the task of negotiating with each of 
the debtor nations an agreement for the funding of its 
obligations into bonds that would run for a period terminat- 
ing not later than June 15, 1947, and should bear interest 
at a rate of not less than 4l^ per cent per annum.. It was 
soon seen, however, that these limitations were too rigorous, 
and Congress, by the act of February 28, 1923, approving 
the funding agreement that had been negotiated by the 
Commission with Great Britain, removed these limitations 
and provided that the Commission might negotiate such 
funding agreements with the other debtor nations as it 
believed to be just, subject, however, to the subsequent 
approval of Congress. 

The act creating the Commission limited its life to three 
years. The Commission not having completed its task in 
that time, its existence was later extended for two years 
longer. It therefore came to an end on February 9, 
1927. During this five-year period, it negotiated funding 
agreements with the great majority of the debtor nations, 
which agreements were reported to Congress and received 
the approval of that body. Subsequently, the Secretary of 
the Treasury effected funding agreements with all the 
remaining debtor countries, except Russia and Armenia, 
the last being those with France and Greece in 1929. These 
agi’eements were likewise reported to Congress and received 
the approval of that body. As Armenia has practically 
ceased to be an independent country and Russia has 
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repudiated its debt, the work of refunding these war debts 
may thus be said to have been brought to a conclusion. 

It would take us too far afield to attempt to set forth 
in any detail the nature of these agreements. In general, 
it may be said, however, that they were negotiated on the 
basis of “capacity to pay,” that is, consideration was given 
to the financial and economic conditions, existing and 
prospective, and payments were fixed such as it was 
believed the debtor nations, in view of these conditions and 
prospects, could reasonably be expected to meet. It resulted 
from this that the conditions varied with each country. 
In all cases, however, the agreements provided for the 
repayment of the entire capital obligation, concessions to 
the debtor countries taking the form of a low rate of 
interest on the debt as refunded and the spreading of the 
payments over a long period of years. All agreements, 
moreover, provided for the liquidation of the indebtedness, 
principal and interest, in the form of annual payments or 
annuities. These payments were made to vary in amount 
from year to year, being generally of a comparatively low 
amount in the early years and progressively increasing in 
succeeding years. This provision was made in recognition 
of the difficulties confronting the debtor nations of making 
large payments immediately and the probability that such 
difficulties would become less as time elapsed. 

Another feature of these refunding agreements was that 
the interest that had accrued up to the date of the refunding 
agreement and remaining unpaid was funded and added to 
the principal, and that interest will subsequently run on 
this combined sum of original principal and funded interest. 
This resulted in the production of a new principal which 
was considerably larger than the original, due to the fact 
that to but a comparatively slight extent had the debtor 
nations met their interest obligations prior to the negotia- 
tion of the refunding agreements. 

Turning now to a consideration of the actual amount of 
these obligations, it has been thought of interest, first, to 
set forth in one comprehensive statement the total amount 
of money that has become due to the United States, whether 
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in the way of original principal loaned or interest accrued 
thereon to date. Such a showing is made in Table 2, 

In this table, there is first given the original principal 
of the loans to the governments of the several countries 
indicated, the distinction being made between those made 
for war financing purposes and those representing the sale 
of war and relief supplies. The columns bearing the general 

2. Foreign Government Obligations: Total 


AMOUNTS DUE THE 


ORIGINAL PRINCIPAL 


Armenia' 

Austria^ 

Belgium 

Cuba 

Czechoslovakia . . 

Estonia 

Einlaud 

France 

Great Britain — 
Greece 


S349,214.4()7.89 

10.000,000.00 

61,974,041.10 


$11,059,917.49 

24,055,708.92 

29,872,732.64 


2,997,477,800,00 

4,277,000,000.00 

27,167,000.00’' 


29,905,629.93 

12,066,222.05' 

8,281,926.17 

407,341,145.01 


Italy 

Latvia 

Liberia 

Lithuania . . . 
Nicaragua' . . 

Poland 

Roumania. . . 


Yugoslavia, , 


1,648,034,050.90 


1,685,835.01 

'■5;i32;287J4’ 


26,000,000.00 

187,729,750.00 

26,780,465.56 


431,849.14 

159,666,972.39 

12,922,675.42 

4,871,547.37 

24,978,020.99 


$11,9,59,917.49 

24.055,708.92 

379,087,200,43 

10,000,000.00 

91,879,671.03 

12,006,222.06" 

8,281,926.17 

3,404,818,945.01 

4,277,000,000.00 

27,167,000.005 

1,685,835.61 

1,648,034,050.90 

5,132,287.14 

26,000.00 

4,981,628.03 

431,849.14 

159,666,972.39 

37,922,675.42 

192,601,297.37 

51,768,486.55 


$18,543,642.87 

2,286,751.58 

304,178.09 

1,441.88 

309,315.27 

221,386,302.82 

867,890,657.11 

1,150,153.34 

753.04 

57,598,852.62 

130,828,98 

10,471.56 

1,456,97 

27,561.98 

2,048,224.28 

263,313,74 

8,748,878.87 

638,059.14 


$9,610,403,675.46 


$738 ,154,098. 20 $10 , 348,557,673 . 


$671,353,844.11 


' Unfunded at November 15, 1930. 

" Austria funding agreement called for payments aggregating $33,428,500 in 25 equal annual iastallments 
beginning 1943, or as an optional pi, in $24,614,885, beginning in 1929. The optional plan was accepted by 
Austria, and payments have been received for 1929 and 1930. The interest funded under the original agree- 
ment would have been $9,372,791.08. 

heading Interest have for their purpose to show, not the 
amount of interest that has been paid or that remains 
unpaid, but the total that has accrued, regardless of 
whether paid or unpaid. In stating this accrued interest, it 
was thought to be of value, however, to indicate that part 
which had been paid prior to refunding, that part that was 
funded and thus merged into a new principal, that part that 
was paid on this new funded principal, and that part 
representing interest accrued, and unpaid as of the date 
of the statement, November 15, 1930. The last column 


FINANCIAL CONDITION 


37 


thus shov/s not the amount of the debt due the United 
States on November 15, 1930, but the total of the debt, 
principal and interest, to date, regardless of whether paid 
or not. 

From this table it appears that up to November 15, 1930, 
the United States government had payable to it on account 
of loans and advances made to foreign governments, exclii- 

Including Interest Accrued to November 15, 1930 


UNITED STATES ON ACCOUNT OF 


INTEREST 

Total Principal 
and Interest 
Accrued to Date 

Funded ^ 

Paid on 
Funded Debt 

Accrued and Unpaid 
November 15, 1930 

Total Interest 



$6,461,223.85 

$6,401,223.85 

559,176.08 

70,534,072.81 

2,286,751.58 

93.495.530.13 
5,160,660.15 
3,017,814,10 

906,256,945.99 

1,900,438,298.67 

7,209,936.01 

633,757.58 

451,929,121.00 

2,188,669.66 

10,471.56 

2,157,577.98 

60,561.98 

64.676.343.84 

30,699,830.77 

124,714,100.53 

12.455.285.14 

$18,421,141.34 

24.614.885.00 
449,621,273.24 

12,280,751.58 

185,375,201.16 

17,226,882.20 

11,299,740.27 

4,311,075,891.00 

6,177,438,298.07 

34.370.936.01 
2,319,593.19 

2,099,963,171.90 
7,318,956.70 
36.471.56 
7,139,206.01 
492,411 12 
224,343,310.23 
68,622,506.10 
317,315,397.90 
64,213,771.69 

i.wo.rn.os'J 

40,750,429.94 


$11,240,000.00 

1 

j 

93,191,352.04’ 

1,763,777.95 

718,073.83 

684,870,643.17 

526,181,641.56 

6,332,922.67 

296,719.89 

394,330,268.38 

642,712.86 



850,000.00 

1,990,425.00 

2,546,440.32 

1,017,360.000.00 

717,860.00 

336,284.65 


350,000.00 

1,063,127.75 

1,4,50,926.97’ 

705,194.04 

33,000.00 

30,597,726.06 

18,893,027.61 

30,436,517.03’ 

13,137,365.89 


115,965,221.666 

11,819,226.00 




$1,810,237,415.98 

$1,046,687,129.58 

$156,665,739.64 

$3,684,944,129.31 

$14,033,501,802.90 


3 Exclusive of $1,932,923.45 allowed on account of cargo on ship sunk by mine. Original principal $13,999,- 


* Represents the total amount of interest to be funded under^the deferred payment plan, as .stated in the 
jreement. 

“ Includes $12,167,000 additional loan May 10, 1929, under funding agreement. 

“ Stated as $115,721,644.29,|Anmial Report, Secretary of the Treasury, 1930, p. 608. 

sive of Germany, a grand total of .$14,033,501,802.96. Of 
this sum only $10,348,557,673.65 represented the original 
principal, the balance $3,684,944,129.31 representing 
accrued, interest. Of the original principal, $9,610,403,- 
675.45 represents war loans and $738,154,098.20 obligations 
given by foreign governments in return for war supplies 
sold to them or relief supplies furnished. Of this latter 
sum over half, or $407,341,145.01 represents the purchase 
price by France for the large amount of war supplies turned 
over to France at the time the United States troops left that 
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country following the Armistice. It will be noted that the 
great bulk of the obligations due the United States from 
foreign governments on account of loans to them is due by 
the three countries, Great Britain, France, and Italy, and 
of these three, Great Britain is by a considerable amount 
the most important debtor. 

Having determined the total amount that has become 
due the United States on account of these foreign govern- 
ment obligations, it is now of interest to determine the 
extent to which this asset actually has been realized upon. 
This information is given in Table 3. 

In this table there is first given the grand total of the 
accrued obligations as derived and set forth in Table 2. 
Following this are given the payments that have been 
received by the United States, these payments being 
distinguished according to whether they represent a cur- 
tailment of the principal of the debt, original and refunded, 
or interest, the latter being further classified according to 
whether it represents interest paid prior to refunding or 
subsequent thereto on the funded obligations. The purpose 
of the last column is to show the balance still due on account 
of these obligations on November 15, 1930. 

It will be seen from this statement that up to November 
15, 1930, the United States has received from its foreign 
government debtors a grand total of $2,391,993,341.97. Of 
this amount only $673,952,278.28 represents the repayment 
of principal, the balance, $1,718,041,063.69 representing 
interest. 

By reference to Table 3 it will be seen that notwithstand- 
ing the receipt of this large sum by the United States, 
there still remains due it a total exceeding by $1,292,950,- 
787.34 the original principal of the loans. This results 
from the fact that so large a part of the interest, instead 
of being paid, was added to the original principal at the 
time the obligations were refunded. 

If the table is examined for the purpose of determining 
the obligations of the individual countries and the extent 
to which they have been paid, it will be found that far the 
best record of payment has been made by Great Britain, 
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the first of the foreign government debtors to refund its 
obligations and to make definite provisions for its repay- 
meiit. That country has paid the United States in all a 
total of $1,751,438,298.67, a sum representing considerably 
more than half of the total received by the United States 
from all debtor governments. 

German Government : Army of Occupation Costs and Repara- 
tions. The definite determination of the amount of money 
due the United States by Germany as the result of the war 
and the conditions under which its payment should be made 
was a matter of scarcely less difficulty than that of the 
refunding of the indebtedness of the nations allied with us 
in the prosecution of the war. 

The total cost of the United States army of occupation 
as finally calculated amounted to $292,663,435.79. Up to 
May 26, 1923, the United States had been reimbursed for 
none of this cost except for cash requisitions on the German 
government for the use of the army of occupation, aggre- 
gating $37,509,605.97, and certain other items, such as 
provost fines, abandoned enemy war materials, etc., amount- 
ing to $7,288,184.33. On that date the United States and 
the principal allied powers signed the so-called Wadsworth 
Agreement, which provided that the United States should 
be reimbursed for its army of occupation costs in twelve 
annual installments, the first to be paid on or about 
December 31, 1923, and that such payments during the 
first four of the twelve years should be a first charge on 
the cash payments made by Germany to the allies after 
the expenses of the Reparation Commission and the current 
expenses of the allied armies of occupation, and during the 
last eight years should be an absolute prior charge on all 
cash payments except for the cost of the Reparation 
Commission. Although this agreement was never ratified 
there was, nevertheless, paid to the government of the 
United States under it, in January, 1925, the sum of 
$14,726,154.40. 

The Wadsworth Agreement was superseded by the so- 
called Paris Agreement of January 14, 1925, which was 
concluded at a meeting of the representatives of the creditor 
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powers, including the United States, called for the purpose 
of deciding upon the manner of distribution of the annuities 
provided for under the terms of the Dawes Plan, which 
had been adopted in 1924 . Under the provisions of this 
agreement the United States was to receive on account of 
its army of occupation costs, beginning September 1, 1926, 
the sum of fifty-five million gold marks, or about $13,- 
100,000 per annum, which payments were to constitute a 
first charge on the cash made available for transfer by the 
Transfer Committee out of the Dawes annuities after 
provision had been made for the sums necessary for the 
service of the German external loan of 1924 and for costs 
of the Reparation and other commissions. Under the 
provisions of the Wadsworth Agreement our army costs 
would have been liquidated by the end of 1935 . Under the 
Paris Agreement the payments would extend over a period 
of about eighteen years beginning September 1 , 1926 . 

Up to September 1 , 1929 , the United States received 
under this agreement payments totalling $ 39 , 203 , 725 . 89 . 
Up to this date, therefore, the government had received 
from Germany on account of its army of occupation costs 
a total of $ 98 , 726 , 670 . 59 . This left remaining due as of 
September 1 , 1929 , the sum of $ 193 , 936 , 765 . 20 . 

As is well known the Dawes Plan was not intended as 
a final settlement of the reparations question. In 1928 , the 
principal creditor powers agreed to set up a committee of 
independent financial experts to have the task of drawing 
up proposals for the complete and final settlement of this 
problem. This committee, which was presided over by the 
American Owen D. Young, evolved the so-called “Young 
Plan,” which was set forth in its report rendered on June 7, 
1929 , and which called for a considerable scaling down of 
the annuities provided for under the Dawes Plan. It was 
felt that the United States, as well as other creditor powers 
should share in this diminution of the annuities to be paid 
by Germany, and it was so provided in the plan. This new 
arrangement, with some modifications, was formally 
adopted by the representatives of all the interested parties, 
with the exception of the United States, at a meeting held 
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at The Hague in January, 1930, and was subsequently 
formally ratified by Germany and such governments. 

Consistent with its general policy of adjusting its rela- 
tions with Germany by an independent agreement between 
it and Germany, the United States, as stated, did not 
formally ratify the Young Plan. Instead, by an act 
approved June 5, 1930, it authorized the Secretary of the 
Treasury, with the approval of the President, to conclude 
an agreement with Germany for the final and definite settle- 
ment of the amounts to be paid by Germany in satisfaction 
of both the army costs remaining unpaid and the awards 
in favor of the United States and its nationals, made and 
to be made by the Mixed Claims Commission, United States 
and Germany, and the manner in which such payments 
should be made in accordance with provisions set forth in 
the act. These provisions, which were subsequently em- 
bodied in an agreement with Germany entered into in 
pursuance of this act, provided for the definite determina- 
tion of the amounts to be paid by Germany for both army 
of occupation costs and war damage indemnification, and 
the manner of their payment through annuities running for 
a fixed period of years. 

In respect of army of occupation costs, this agreement 
provided for a 10 per cent reduction in the amount then 
due, thus reducing the obligation from $193,936,760.20 to 
$164,670,421.62, and the payment of this latter sum in the 
form of annuities of varying amounts running from 1930 to 
1966. The total of these annuities amounts to about 
$249,000,000, or about $85,000,000 in excess of the amount 
due when the agreement was entered into. This difference 
is intended to compensate the United States for the defer- 
ment of its payment over a thirty-seven-year period rather 
than the fifteen-year period provided for under the Paris 
Agreement and to cover interest at a rate of about 8% 
per cent on the deferred payments. ^ 

The Treaty of Peace between Germany and the United 
States of August 25, 1921, in addition to making provision 
for the payment by Germany of the army of occupation 

^ Settlement of Indebtedness of German Reich, Senate Report 733, 
70th Cong-., 1930. 
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costs as above set forth, also provided for the payment of 
all damages inflicted upon the United States government 
and its nationals by Germany during the war. To determine 
the amount thus to be paid there was set up a Mixed Claims 
Commission by virtue of an agreement entered into between 
the United States and Germany on August 10, 1922. The 
first meeting of this Commission was held on October 9, 
1922. Up to August 31, 1929, awards had been certified to 
the treasury for payment by Germany, with interest to 
August 31, 1929, aggregating $172,703,083.71. It was 
further estimated that as of August 31, 1929, the principal 
amount of awards to nationals yet to be entered and 
certified, together with interest to that date, amounted to 
$53,1)00,000, and in addition awards to the United States 
government, with interest to August 31, 1929, amounted 
to $64,934,794.41. In other words, it was estimated that 
as of that date, August 31, 1929, the total amount paid 
and to be paid aggregated with interest $290,637,878.12. 

No provision was made for the payment of the awards 
of this Mixed Claims Commission until the Paris Agree- 
ment of January 14, 1925, above mentioned. This Paris 
Agreement provided that the United States should receive 
21/4 pel* cent of all receipts from Germany on account of 
the Dawes annuities available for distribution as repara- 
tions, provided that the annuities resulting from this 
percentage should not exceed in any year the sum of 
45,000,000 gold marks. Up to September 1, 1929, the 
United States had received from Germany under this agree- 
ment the sum of $31,831,472.03, which with earnings and 
profits on investments amounting to $2,149,692.70 made 
available for distribution $33,981,164.73 and left $256,- 
656,713.39 still to be provided for. It will be noted that 
these figures necessarily represented only an estimate, since 
ail of the awards had not yet been made by the Mixed 
Claims Commission. 

The agreement made with Germany in pursuance of the 
.act of June 5, 1930, as described in our consideration of 
army of occupation costs, provided for the liquidation of 
this sum through the payment by Germany of an annuity 
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of 40,800,000 reichsmarks ($9,700,000)® during each of the 
fiscal years 1930 to 1981 inclusive, such payments to include 
both principal and interest. This represents the maximum 
of the obligations of Germany’s since the added provision is 
made that these payments shall cease “as soon as all of the 
payments contemplated by the settlement of war claims act 
of 1928 have been completed and the bonds not then 
matured evidencing such obligations shall be canceled and 
returned to Germany.” 

It should be noted that these payments represent the 
indemnification by Germany of both the United States 
government and private citizens of the United States. Thus 
of the estimated sum determined to be due by Germany on 
account of these claims as of August 31, 1929, $290,637,- 
878.12, only $64,934,794.41 represents the indemnification 
of the United States government. It is this latter item 
only that is, therefore, included in the treasury balance 
sheet. ^ 

® While the annuities are stated in terms of reichsmarks, payments 
are to be made in dollars either at the treasury or at the Federal 
Eeserve Bank of New York. The exchange value of the mark in rela- 
tion to the dollar shall be calculated at the average of the middle rates 
prevailing on the Berlin Bourse during the half -monthly period pre- 
ceding the date of payment. According to the first payment the reichs- 
mark equals $0.23861. 

* Following is the calculation by which these sums were arrived at 
as set forth by the Treasury Department. 

Principal of awards certified to 


treasury for payment 

Interest up to August 31, 1929 

$113,295,478.68 

59,407,605.03 

$172,703,083.71 

Estimated principal amount of 
awards yet to be entered and cer- 
tified 

Estimated interest up to Aug. 31, 
1929 

32.000. 000.00 

21.000. 000.00 

53,000,000.00 

Awards to United States Govern- 
ment 

Interest up to Aug. 31, 1929 

42,034,794.41 

22,900,000.00 

64,934,794.41 

Received from Germany up to Aug. 

31, 1829 

Earnings and profits on investment 

31,831,472.03 

2,149,692.70 

$290,637,878.12 

33,981,164.73 

Estimated balance due as of Sept. 

1, 1929 ...... 


$256,656,713.39 
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4. Rf-payments of Foreign Government Obligations, 


Interest 


1932 

1933 

1934.. 
1935 
193f> 

1937.. 
l«3g 

1939 

1940 

1941.. 

1942 

1943 

1944 

1945 
1946. 

1947.. 
1948 

1949.. . 

1950 

1951 

1952 

1953 

1954 

1955 

1956 
1957. 
1958 


1906., 

1967 

1968 

1969 

1970 

1971 

. 1972., 

1973., 

1974., 


1977.. 

1978.. 

1979.. 
1980 . 


1987.. 

1988.. 

1989.. 

1990.. 


$11,579,465,885,002 

11.164.013.273.00 

11.115.267.717.00 

11.053.993.161.00 

10.980.360.970.00 
10,890,772,970.65 
10,795,311,552.24 
10,688,623,545.67 
10,565,464,354.77 
10,435,851,760.74 
10,311,320,276.946 
10,163,783,325.21 
10,043,815,359.63 

9.916.942.816.61 
9,817,675,527. 65» 

9.682.140.364.17 
9,544,401,281.89 
9,404,546,718.91 

9.267.742.655.61 
9,108,762,681.98 
8,957,667,487.82 
8,808,028,852.72 
8,657,721,468.39 

8.507.895.563.12 
8.352,542,236.41 

8.190.624.227.70 

8.025.801.394.94 

7.858.028.192.54 

7.684.369.148.75 

7.504.672.842.54 

7.. 331.085.496.72 
7,153,685,921.93 
6,968,818,191.31 

6.780.315.880.18 

6.583.820.021.13 

6.381.971.057.71 
6,172,808,796.80 

5.964.123.627.75 
5,749,483,714.43 
5,526,206,070,79 
5,293,953,238.27 

5.052.898.056.61 

4.803.546.713.59 
4,544.715,603.67 
4,277,213,229.69 

4.000. 939.102.73 
3.714,693.036.33 

3.418.873.038.60 

3.112.403.199.95 

2.794.359.676.95 

2.465.246.072.14 
2,125,901,909,66 
1,774,001,506.50 
1,409,420,339.23 
1,029,826,806.10 

642,178,084.31 

433,253,982.26 

216,637,786.64 

1,050,000.00 

700.000. 00 

350.000. 00 


$1,158,172,125,003 

185.319.405.00 

184.979.000. 00 

207.269.285.00 
206,541,621.15 

205.688.932.09 

207.176.741.33 

205.538.139.70 

203.514.458.97 

201.346.632.68 
199,524,346.32 
233,770,354.92 

231.0. 50.057.48 

228.196.148.47 
227,913,732.40 

224.850.184.72 
221,752,764.02 

218.620.541.20 

215.278.258.37 
211,899,897.84 
208,488,191.90 

223.185.035.17 

219.502.901.73 

215.700.950.29 

211.744.213.29 
207,839,069.24 

203.633.949.60 

199.371.205.71 
195,407,020.79 

202.400.966.18 

197.692.607.21 

197.067.351.38 

191.890.760.87 

186.664.267.95 

181.187.603.68 

175.500.446.09 

179.176.667.96 

173.057.513.68 
166,771,123.36 

160.237.412.48 

153.418.563.34 

148.917.631.98 

141.454.084.98 
133,696,240.12 
125,672,413.04 

117.379.068.60 
108,774,227.27 

99,884,256.35 

90.673.662.00 
81,128,785,19 
71,248,562.52 
66,059,266.84 
54,816,502,73 

43.174.911.87 
31,^37,888.21 


$10,579,819,741.01 


’Excludes Armenia, Nicaragua, and Russia, which have no refunding agreements. 

” Represents total amounts!, originally funded. 

” Represents total payments on funded debt from dates of funding agreements through 1930. 

* With reference to the conversion rate of reichsmarks into United States money, the fiscal years 1930- 
1931 are hero converted on the basis of the actual rate applied to the fir.st two payments made by Germany 
March 31, 1930, (fiscal year 1930) and September 30, 1930, (fiscal vear 1931); the rate being, for Mixed 
Claims 0.23870757124 per reichsmark and for Army Costs 0,23815121252 per reichsmark. For all other fiscal 
years an approximate conversion rate of 0.23865 has been applied. 
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ScHEDTTXjK of FuTtlEE PARENTS, AlL DeBTOR COUNTRIES COMBINED' 


RELIEF LOANS 


DUE ON ACCOUNT OF 


Priucipal 


1415,452,612.00' 

48.745.556.00 

61.274.556.00 

73.632.191.00 
89,587,999.35 
95,461,418.41 

106,688,000.67 

123.159.190.80 
129,612,594.03 

136.305.712.82 

147.536.951.73 
119,967,965.58 

126.872.543.02 

128.908.312.03 

135.535.163.48 
137,739,082.28 
139,854,562.98 
148,804,063.30 

148.980.073.63 

151,095,094.16 
154,638,635.10 
145,307,384.33 

149.825.905.27 

155.353.326.71 

161.918.008.71 
164,822,832.76 

167.773.202.40 

173.659.043.79 
179,696,306.21 

172.987.345.82 

177.999.574.79 

185.067.730.62 

188.302.311.13 

196.495.859.05 
201,848,963.42 
209,164,260.91 

208.683.169.05 
214,639,913.32 

223.277.643.64 
232,252,832.52 
241,035,181.66 

249.351.343.02 

258.831.110.02 

267,502,373.88 
276,274,126.96 

286.245.466.40 

295.820.597.73 

306.409.838.65 

318,103,623.00 

329.113.504.81 

339.344.162.48 
351,900,403.18 

364.581.167.27 

379.593.533.13 

387.648.721.79 

208.924.102.05 

216.616.195.62 
215,587,786.64 

350,000.00 

350,000.00 

350,000.00 


Total Payments 


$1,573,624,737.00' 

234.064.961.00 

246.253.556.00 

280.901.476.00 

296.129.620.50 

301.160.350.50 

313.864.748.00 

328.697.330.50 

333.127.053.00 

337.652.345.50 

347.061,298.05 

353.738.320.50 

357.922.600.50 

357.104.460.50 

363,448,895.88 

362.589.267.00 

361.607.327.00 

365.424.604.50 

364.258.332.00 

362.994.992.00 

363.126.827.00 

368.492.419.50 

389.328.807.00 

371.054.277.00 

373.662.222.00 

372.661.902.00 

371.407.152.00 

373.030.249.50 

375.103.327.00 

376.388.312.00 

375.692.182.00 

382.135.082.00 

380.193.062.00 

383.160.127.00 

383.036.567.00 

384.724.707.00 

387.859.837.00 

387.697.427.00 

390.048.767.00 

392.490.245.00 

394.473.745.00 

398.268.975.00 

400.285.195.00 

401.198.620.00 

401.948.540.00 

403.624.535.00 

404.594.825.00 

406.294.095.00 

408.777.285.00 

410.242.290.00 

416.592.725.00 

417.959.670.00 

419.397.670.00 

422.768.445.00 

418.686.610.00 

227.588.035.00 

229.191.535.00 

221,850,309.17 

350,000.00 

350,000.00 

350,000.00 


GERMANY: 
ARMY COSTS AND 
REPARATIONS 


Payments 


$15,728,433,251 

15,823,878.111 

15,774,765.00 

15.774.765.00 

14.175.810.00 

14,175,810.00 

14,175,810.00 

14.175.810.00 

13.650.780.00 

13.650.780.00 

14.175.810.00 

14.175.810.00 

15.774.765.00 

15,774,765.00 

15,774,765.00 

15,774,765.00 

15.774.765.00 

15.774.766.00 

15.774.765.00 

15.774.765.00 

18.161.265.00 

18.161.265.00 

18.161.205.00 

18.161.265.00 

18,161,265.00 

18.161.265.00 

18.161.205.00 

18.161.265.00 

18,161,265.00 

18,161,265.00 

18,161,265.00 

18,161,265.00 

18,161,265.00 

18,161,265.00 

18,161,265.00 

18,161,265.00 

18,161,265.00 

9.736.920.00 

9.738.920.00 

9.736.920.00 

9,736,920.00 

9,736,920.00 

9.736.920.00 

9.736.920.00 

9.736.920.00 

9,736,920.00 

9,736,920.00 

9,736,920.00 

9,736,920.00 

9,736,920.00 
9,736,920 00 

9,736,920.00 


$1,589,353,170.25 

249,888,839.11 

262.028.321.00 

296.676.241.00 

310.305.430.00 

315.326.160.50 

328.040.558.50 

342.873.140.50 

346.777.833.00 

351.303.125.50 

361,237,108,05 

367.914.130.50 

373.697.365.50 

372.879.225.60 

379,223,660.88 

378.364.032.00 

377.382.002.00 

381.199.369.50 

380.033.097.00 

378.769.757.00 

381.288.092.00 

386.653.684.60 

387.490.072.00 

389.215.542.00 

391.823.487.00 

390.823.167.00 

389.568.417.00 

391.191.514.60 

393.204.592.00 

393.549.577.00 

393.863.447.00 

400.206.347.00 

398.354.327.00 

401.321.392.00 

401.197.832.00 

402.885.972.00 

406.021.102.00 

397.434.347.00 

399.785.687.00 

402.227.165.00 

404.210.666.00 

408.005.895.00 

410.022.116.00 

410.935.540.00 

411.683.460.00 

413.361.455.00 

414.331.746.00 

416.031.015.00 

418.514.205.00 

419.979.210.00 

420.329.645.00 

427.696.590.00 

419.397.670.00 

422.768.445.00 

418.686.610.00 

227.588.035.00 

229.191.535.00 

221,850,309.17 

350,000.00 

350,000.00 

350,000.00 


$11,620,881,137.09' 


$22,200,700,878.10 


$756,451,686.3 


$22,957,152,564.46 


' Includes $11,774,229.02 deferred interest of Roumania, to be refunded into principal in 1940._ 

“Includes $29,641,023.07 deferred interest of Czechoslovakia, to bo refunded into principal in 1944. 

■' The original amount refunded by all debtor countries was $11,579,465,885.00. The o.tcess of prinoiiml 

f avments received as here indicated is due to the refunding of deferred interest payments of Roumania. 

11,774,229.02 in 1940 and Czechoslovakia $29,641,023,07 in 1944. ($ll,579,463,886.00+$n,774.220.03H- 
$29,641,023.07=111,620.881.137.09.) . 

“Represents $500,324,537.82 War Damage Indenmities (Mtted Clams) and |250,127,148.u4 Army 
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Schedule of Future Payments. It has been pointed out that 
all of the debtor governments, with the exception of 
Armenia and Russia, whose obligations may for all practical 
purposes be disregarded, have now refunded their obliga- 
tions, and in so doing made provision for their repayment 
according to definite schedule of annual payments rimning 
over a long period of years, the last payment to be made in 
1990. The payments called for by these annuities, so long 
as the obligations to make payment are faithfully observed, 
will represent an important source of income to the national 
government for years to come. It is a matter of no little 
interest, therefore, to determine and set forth the amount 
of these prospective payments. In Table 4 all of these 
annual payments by the several debtor governments are 
consolidated into a single schedule for the purpose of 
making, known the total amount that the United States 
government should receive from all of these debtor govern- 
ments combined each year until the final extinguishment 
of the combined debt. In this statement there is shown 
for each year the principal outstanding and the payments 
due on account of interest and principal separately and 
combined. The distinction that is made between payments 
due on account of principal and on account of interest is of 
interest not only in itself but also because, as is elsewhere 
pointed out in our consideration of the public debt, the 
provision has been made that all payments on account of 
the principal of foreign government obligations for war and 
relief loans must be devoted to the reduction of the debt 
contracted for the prosecution of the late war, while receipts 
on account of interest are not to be so applied unless they 
happen to be made in the form of United States bonds or 
notes, the option being given to the debtor governments to 
make payments in this way if they so elect. 

It will be seen from this table that during the fiscal year 
1931 the United States government should receive from 
these debtor governments a total of $234,064,961 ; that this 
annual payment will gradually increase until 1935, when 
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it will amount to slightly over $300,000,000; that there- 
after the total will, not uniformly, but in general, slowly 
increase until it amounts to something over $350,000,000 in 
1941 and to slightly over $400,000,000 in 1973. The largest 
payment to be made is for the year 1983. Thereafter the 
annuity will diminish rapidly, the payments for the last 
three years, 1988, 1989, and 1990, being for only $350,000. 
Generally speaking, the bulk of the annuities during the 
earlier years will be for payments on account of interest. 
In the later years this situation will be reversed, although 
it is not until the year 1963 that payment on account of 
principal will exceed that on account of interest. 

The grand total of the payments to be made during this 
entire period, 1931-1990, amounts to $22,200,700,878.10. It 
is, of course, a matter of vast significance that the payment 
of this sum is spread over so long a period of years. The 
present value, of course, would be vastly less than this, the 
extent of which would be determined by the rate of interest 
taken as a basis for making the calculation. In considering 
the whole question from the standpoint of the extent to 
which the United States has demanded the repayment of 
the advances made by it, this fact should never be lost 
sight of, since the total, large as it is, represents probably 
a repayment of only about half of the obligations had 
interest on all deferred payments been calculated at the 
ordinary commercial rate or that which these governments 
are required to pay on their other obligations. To state 
this in another way, two methods of favoring the debtor 
governments were open. One was to scale down the 
principal of the obligations and require a full commercial 
interest to be paid on such reduced obligations or to con- 
tinue in force the original principal while requiring its 
payment to be made only in installments running over a 
long period of years and at a rate of interest below that 
current. As has been pointed out, the latter alternative 
was adopted. From the financial standpoint, it would not 
have been different, however, had the refunding of these 
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debts been made upon the first basis, and had this alterna- 
tive been adopted it would have meant, as has been stated, 
a scaling down of the obligations by approximately half. ® 

This whole subject of the indebtedness of the nations allied with us 
in the prosecution of the World War has given rise to a vast amount 
of discussion and the publication of a large number of books and 
articles dealing with the economic and moral factors involved in the 
demand by the United States for its payment. The history of the 
movement for the funding of the indebtedness is fully set forth in the 
annual reports of the Secretary of the Treasury, in the hearings be- 
fore the committees of Congress on the bills for the ratification of the 
funding agreements, in the reports of these committees on such bills, 
and in the debates on these bills as reported in the Congressional 
Record. Among privately published works on the subject, the reader is 
especially referred to the volume “World War Debt Settlements" by 
Harold G. Moulton and Leo Pasvolsky, Publications of the Institute of 
Economics, 1926, and “The Inter-Ally Debts and the United States,” 
National Industrial Conference Boai’d, 1926. For further references, 
see “War Debt Problems, with Special Reference to France,” mimeo- 
graphed ms., Carnegie Endowment for International Peace, Library 
Reading List No. 10, February 17, 1927. 


CHAPTER III 

SECURITIES OF SUBSIDIARY CORPORATIONS 

Next in importance to the foreign government obligations 
among the treasury assets are the securities of subsidiary 
corporations. It is not until these securities are listed in 
one place, as is done in the treasury balance sheet (Table 
1), that appreciation can be had of the extent to which the 
national government has adopted the policy of making in- 
vestments of this character. 

The motives leading to the employment of public funds 
in this way have varied. In at least one case, that of the 
Panama Railroad Company, the government secured the 
securities as an incidental feature of acquiring the rights of 
the old French company in respect to the construction of a 
canal at the Isthmus of Panama. In other cases, as in that 
of the Federal Land banks and Federal Intermediate Credit 
banks, securities were purchased by the government as a 
means of insuring the prompt creation and effective opera- 
tion of institutions believed to be of importance to the 
public welfare. In still other cases, as in regard to most 
of the other corporations that have been listed, the acquisi- 
tion of these securities represented merely the method of 
financing what were in effect purely governmental services. 

The adoption of the policy of setting up subsidiary cor- 
porations, the entire stock of which was to be subscribed 
for and owned by the government, dates from the war, and 
was resorted to as the most effective means of insuring 
that certain transportation and industrial enterprises 
needed for the effective prosecution of the war would be 
undertaken and prosecuted on an adequate scale. ^ The 

^ Foi' a consideration of this whole policy of the creation of subsid- 
iary corporations for the conduct of special business enterprises by 
the government, see the author’s article “The National Government as 
a Holding Corporation; The Question of Subsidiary Budgets," Polit- 
ical ScicncG Quarterly, December, 1917, and reprinted in the author’s 
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advantages of such an organization have been such that it 
has been followed in subsequent action. The Inland Water- 
v/ays Service, conducted by the War Department, was thus 
reorganized as a separate corporation. The bill that passed 
Congress at the last session of the Seventy-first Congress 
in relation to the Muscle Shoals project, which failed to go 
into effect as the result of the pocket veto of the President, 
likewise provided for the setting up of a corporation of this 
character to operate that enterprise. 

Upon examination of the treasury balance sheet with a 
view to determining the actual amount of this class of 
treasury assets and the changes that have taken place in 
respect to their character and amount during the period 
covered by this study, it will be seen that the total of these 
securities of subsidiary corporations held by the treasury 
on June SO, 1921, amounted to $458,286,051.57. This total 
was slightly increased during the followfing year, due to an 
increase of something over $90,000,000 in respect to the 
War Finance Corporation. Generally speaking, however, 
the tendency has been for these securities to be progres- 
sively realized upon. Many of the securities were those of 
corporations set up for the prosecution of the war, which 
it was the policy of the government to liquidate as rapidly 
as possible. For example, it will be seen that while the 
government held on June 30, 1921, the bonds of the Federal 
Land banks to the amount of $183,035,000, this asset was 
rapidly realized upon, with the result that by 1927 it had 
been entirely liquidated. In like manner the investment of 
the government in the stock of these banks, which was 
$6,700,'675, has been progressively diminished until on June 
80, 1930, it amounted to only $292,519.25. The only security 
that has shown an increase during this period has been that 
representing the stock of the Inland Waterways Corpora- 
tion. Prior to 1925 the enterprise v/as carried on as a 
subdivision of the War Department. It was not until 192.5, 
when this service was transformed into a corporation, that 


volume "The Problem of a National Budget,” Institute for Govern- 
ment Research, Studies in Administration, 1918; and Harold Archer 
Van Dorn, "Government Owned Corporations,” 192d. 
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it figures in the list of treasury assets. In order that the 
enterprise might be carried on on an enlarged scale the 
capitalization of the company was progressively increased, 
first from $1,500,000 to $4,000,000 in 1927; $5,000,000 in 
1928; $7,500,000 in 1929, and $9,000,000 in 1930. Taking 
all of this group of assets combined, it will be seen that 
there has been a reduction in their total value from $458, » 
286,051.57 in 1921 to $93,862,399.65 in 1930. It is almost 
certain that this movement for the realization upon the 
treasury assets of this character will continue and that 
they will all disappear from the balance sheet, with the 
exception of the stock of the Panama Railroad Company 
and that of the Inland Waterways Corporation, and it is 
quite within the realm of possibility that the latter enter- 
prise will be discontinued as a governmental undertaking 
through sale to private companies. 

On the other hand, it may well happen that the govern- 
ment, following the action taken by it in the case of the 
Inland Waterways Service, will adopt the policy of provid- 
ing for the operation of certain or all its special business 
enterprises through corporations set up on the model of 
the Merchant Fleet Corporation or Inland Waterways Cor- 
poration. Should it do so their securities would thus find 
a place on the treasury balance sheet. Enterprises to which 
this scheme of organization might be applied are the Postal 
Service, the Panama Canal, the Alaska Railroad and the 
Muscle Shoals and Hoover Dam projects if the decision is 
reached to have them operated directly as government 
enterprises. 



CHAPTER IV 
LOANS 


The third class of capital assets listed in the treasury- 
balance sheet is that of loans. These include all those cases 
where public moneys have been loaned to private corpora- 
tions or individuals for the purpose of promoting work 
believed to be in the interest of the public welfare or to 
grant temporary aid to individuals in distress as the result 
of conditions over which they had little or no control. The 
use of public funds in this way represents a significant 
departure from past policies in respect to the field of 
activities of the national government. With this departure 
once initiated there seems to be every indication that it 
may receive extension in the future, and there is more than 
the possibility that it may become one of the settled policies 
of the government to seek to promote the public welfare in 
this way. As will be seen from the balance sheet, four 
classes of loans of this character have been made, those to 
railroads in order to assist them in financing their capital 
outlays and operations; those to private shipbuilding firms 
as an inducement to them to make additions to the merchant 
marine, which loans are made through the Shipping Board ; 
those made to certain agricultural corporations through the 
Federal Farm Board, and those made to farmers to enable 
them to purchase seed and feed and to carry on until crops 
and livestock can be realized upon. Following is a brief 
statement regarding the circumstances under which the 
making of these loans was undertaken and the general 
conditions under which the loans are mdde and their repay- 
ments required. 

Railroad Obligations. The Army appropriation act of 
August 29, 1916, expressly authorized the President to take 
over and operate the railroad system of the country if, in 
his opinion, such action was necessary for national defense. 
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In pursuance of this authorization the President, by 
proclamation dated December 26, 1917, directed the taking 
over and operation of the roads on January 1, 1918. On 
March 21, 1918, Congress passed the so-called Federal Con- 
trol Act, providing for the handling of the many matters 
arising out of the assumption of federal control of the 
railroads. Among the provisions of this act was one 
authorizing the financing of individual roads through the 
purchase by the government of their securities. On 
February 28, 1920, Congress passed the Transportation 
Act, directing the return of the roads to their owners and 
providing for the adjustment of the matters involved in 
making the transfer. Among the provisions of this act 
was one directing the purchase by the government of 
securities of the roads in order to enable them to make 
necessary capital outlays and to meet their obligations 
during the transition period. 

In pursuance of these several provisions of law the 
government advanced to the railroads, taking in return 
therefor their 6 per cent interest-bearing securities, the 
amount of $985,094,068, Of this large sum $930,301,788.18 
has been realized upon by the government, either through 
the repayment of the obligations by the roads themselves 
or by the sale of the securities to the general public, with 
the result that there remained outstanding on June 30, 
1930, only $54,792,274.87. 

The Secretary of the Treasury, in his annual report for 
1930, states that of this balance remaining due it is quite 
possible that the government may be able to collect only 
one-half, some of the carriers owing the obligations being 
already in the hands of receivers and others being con- 
fronted with such financial difficulties as to make it more 
than probable that they will not be able to meet their 
obligations to the government in full. 

Shipping Board Construction Loan Fund. As a means of 
promoting the development of a merchant marine under 
private ownership and operation the Merchant Marine Act 
of June 5, 1920, authorized the setting up, under the 
administration of the Shipping Board, of a Construction 
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Loan Fund, the money standing to the credit of which 
should be loaned to individuals and corporations for the 
construction of vessels to be operated as a part of the 
American merchant marine. 

This fund, the act provided, should be derived from the 
sales receipts and operating revenues of the Shipping Board 
in an amount not to exceed $25,000,000 per annum during 
a period of five years, thus making possible the creation of 
a fund of $125,000,000. 

On June 6, 1924, this act was amended so as to make 
possible the use of the funds for the outfitting and equip- 
ment of vessels already built wdth modern, efficient, and 
economical engines, machinery, and commercial appliances. 

By act of March 4, 1927 it was provided that the time 
limit of five years within which the $125,000,000 for the 
fund was to be accumulated might be set aside and that 
the fund should operate as a revolving fund, and further 
provisions were made regarding the repayment of the loans 
made from the fund. 

The Merchant Marine Act of May 22, 1928, authorized 
the appropriation of money which together with the pay- 
ments made to it in pursuance of existing provisions of law 
by the Shipping Board would bring the loan fund up to a 
total of $250,000,000. The provisions governing the finan- 
cial operations of this fund read as follows (Section 302) : 

(a) There is authorized to be appropriated, to be credited 
to and for the purposes of the construction loan fund 
created by section 11 of the Merchant Marine Act, 1920, as 
amended, such amounts as will, when added to the amounts 
credited to such fund by the United States Shipping Board 
under authority of law (exclusive of repayments on loans 
from the fund), make the aggregate of the amounts 
credited to such fund (exclusive of such repayments) equal 
to $250,000,000. 

(b) When $250,000,000 has been credited to such fund 
(whether by the board under authority of law' or from 
appropriations authorized by this section, but exclusive of 
repayments on loans from the fund) then no further sums 
(except such repayments) shall be credited by the board to 
such fund. 
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(c) The construction loan fund shall continue to be a 
revolving fund. Repayments on loans from the fund shall 
be credited to the fund, but interest on such loans shall be 
covered into the treasury as miscellaneous receipts. 

With respect to the conditions under which loans might 
be granted the act of 1928 provides that such loans may be 
made in amounts up to three-fourths the cost of the vessel 
proposed to be constructed or up to three-fourths of the 
reconditioning cost of a vessel already built; that the rate 
of interest in the case of inactive vessels and those operated 
exclusively in coastwise trade should be not less than 5^/4 
per cent ; that in the case of vessels operated in the foreign 
trade the interest rate must be “the lowest rate of yield (to 
the nearest one-eighth of 1 per centum) of any government 
obligation bearing a date of issue subsequent to April 6, 
1917 (except postal-savings bonds) and outstanding at the 
time the loan is made by the board,” and that such loans 
should be repaid within twenty years, with the further 
proviso that if not repaid within two years the principal 
should be payable in equal annual installments. 

It will be noted, by consulting the treasury balance sheet, 
that operations under these provisions were on a compara- 
tively small scale during the earlier years, but have 
progressively become more important, the net total in the 
amount of loans outstanding increasing from $19,478,428.32 
on June 30, 1929, to $38,500,667.65 on June 30, 1930. It is 
highly probable that this asset will become one of increasing 
importance in the future. 

Federal Farm Board Loan Fund. The Agricultural Marketing 
Act of June 15, 1929, creating the Federal Farm Board, pro- 
vided for the setting up of a revolving fund to the amount 
of $500,000,000 as appropriations therefor might be made 
by Congress, the money standing to the credit of which 
should be used by the Federal Farm Board for the granting 
of loans to cooperative associations and stabilization cor- 
porations for purposes, and subject to limitations, set forth 
in the act. In respect to the financial operations of this fund 
the act provided (Section 8) : 
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(a) Loans to any cooperative association or stabilization 
corporation and advances for insurance purposes shall bear 
interest at a rate of interest per annum equal to the lowest 
rate of yield (to the nearest one-eighth of 1 per centum) of 
any Government obligation bearing a date of issue subse- 
quent to April 6, 1917 (except postal-savings bonds), and 
outstanding at the time the loan agreement is entered into 
or the advance is made by the board, as certified by the Sec- 
retary of the Treasury to the board upon its request : Pro- 
vided, That in no case shall the rate exceed 4 per centum per 
per annum on the unpaid principal. 

(b) Payments of principal or interest upon any such loan 
or advance shall be covered into the revolving fund. 

(c) Loans to any cooperative association or stabilization 
corporation shall be made upon the terms specified in this 
Act and upon such other terms not inconsistent therewith 
and upon such security as the board deems necessary. 

(d) No loan or insurance agreement shall be made by the 
board if in its judgment the agreement is likely to increase 
unduly the production of any agricultural commodity of 
which there is commonly produced a surplus in excess of the 
annual marketing requirements. 

Three days after the passage of this act, on June 18, 1929, 
Congress passed a special appropriation act which, in addi- 
tion to making provision for meeting the administrative 
expenses of the Federal Farm Board, provided for the pay- 
ment to this loan fund of $150,000,000. By the first defi- 
ciency appropriation act of March 26, 1930, a further appro- 
priation of $100,000,000 was made to this fund, bringing it 
to a total of $250,000,000. 

Though no loans were made from this fund prior to June 
30, 1930, it was thought desirable to make mention of it in 
the treasury balance sheet as an item likely to become one 
of considerable importance in the future. 

Farmers’ Feed, Seed, and Relief Loans. Throughout the 
period covered by this study the government has pursued 
the policy of from time to time appropriating money to be 
loaned to farmers in distresses the result of drought or 
flood, to be used by them primarily for the purchase of seed 
and feed to enable them to continue operations until a new 
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crop or other receipts are in hand.^ The administration of 
the system is vested in the Secretary of Agriculture. 

Although this item is stated, for information purposes, in 
the treasury balance sheet, no indication of the amount of 
such loans outstanding has been given, due to the fact that, 
apparently, no security for the loans other than the crops 
to be produced was taken by the Secretary of Agriculture, 
that, in at least one case, Congress has provided by law for 
relieving the farmers of making repayment under certain 
conditions, and that neither the published statements of the 
Secretary of Agriculture nor the reports of the Secretary 
of the Treasury give the exact amount of such loans 
outstanding.^ 


^ Seed Grain Loans 

Act of March 3, 1921 $2,000,000 

Act of March 20, 1922 1,600,000 

Seed and Feed Loans, New Mexico 

Act of April 26, 1924 1,000,000 

Flood and Drought Relief 

Act of February 25, 1929 6,000,000 

Act of March 3, 1930 7,000,000 


“ For a description of the system and its administration, see letter 
of Director of Extension Work to Representative William B. Bank- 
head, Congressional Record, December 20, 1930. 
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CHAPTER V 


FEDERAL RECEIPTS AND DISBURSEMENTS 
CLASSIFIED BY BENEFICIARY 

Next in importance to ascertaining the financial condition 
of an enterprise and the nature of its assets and liabilities, 
is the determination of the results of its operations during 
the year or period of years which it is desired to survey. In 
commercial enterprises the statement employed for this 
purpose is the profit and loss statement or, to use a shorter 
term, the operating statement. In this statement, which is 
usually of a summary character, the enterprise’s total in- 
come during the period, classified by main categories, is 
balanced against its total expenditures, likewise classified 
by main heads, during the same period, in such a way as 
to produce a figure representing the net results of the enter- 
prise’s operations during the period in the form of an excess 
of income over expenditures, or the reverse. 

While governments are not operated for the purpose of 
realizing a profit, it is none the less desirable that there 
should be prepared for each a statement, analogous to the 
profit and loss statement of a commercial enterprise, which 
will reveal the extent to which the operations of the period 
have resulted in an excess of income over expenditures, with 
a corresponding improvement of its financial condition, or 
the reverse. 

Unfortunately, the preparation of such an operating state- 
ment for a government presents difficulties which are not 
usually present in the case of private undertakings. As has 
been pointed out in Part I, the national government, in com- 
mon with most governments, takes in large sums of money 
which do not in any way constitute real additions to its in- 
come, properly speaking. Such, for example, are the moneys 
received by it while acting in a trustee capacity, in carry- 
ing through refunding operations, in collecting in a tenta- 
63 ,;. ■ 
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tive way customs and internal revenue receipts which after- 
wards are refunded, etc. In seeking- to secure accurate in- 
formation regarding its financial operations the first thing 
to be done is to eliminate from the showing all items of 
receipts which do not constitute a part of the real income of 
the government, to deduct refunds from tax receipts in 
order to show the latter upon a net basis, to balance the 
receipts and expenditures of special business enterprises 
against each other in order to show the net results of the 
operations of the enterprises as affecting the General Fund 


f<. RkcKIM’S .\X1) Disbuksemrnts, 



1921 

1922 

1923 

1924 

1. Receipts 

1. Federal income 

2. District of Columbia, revenues.. . 

15,465,821,943.96 

15,795,317.03 

64,347,479.21 

$4,088,919,997,36 

16,354,984,92 

71,093.553,36 

$3,567,480,062.46 

18,720,086.74 

89,880,224.04 

$3, 651, 798, 692, S5 
18,495,301.49 
91.686,157.40 

Total Receipts 

}6, 545, 964, 740. 20 

$4,176,368,535.64 

$3,676,080,373.24 

$3,761,980,161,72 

2. Disbursements 

1. Federal expenditures 

2. District of Columbia, revenues — 

3. Trust funds 

14,770,027,159.39 

15,236,696.82 

62,649,552.52 

$4,120,420,064.29 
14,829,461.18 i 
75,271.698.70 j 

13,586,694.898.43 * 
15,032,455.74 
83,886,935.62 

$3,816,075,161.18 

17,043,979.91 

92.844,108.30 

Total Disbursements 

$4,847,913,408.73 

$4,210,522,225.17 

$3,685,614,289.79 

$3,925,903,249.68 


> No real purpose is accomplished by stating a total for receipts and disbursements classified by beneficiary for the following reasons: 

1, Appropriations from the General Fund made for the benefit of government trust funds, such as the Adjusted Service Cer- 

tificate Fund, Civil Service Retirement Fund, and Foreign Sendee Retirement Fund, have been correctly included as 
Federal Expenditures. 

2. The total of such appropriations have been taken up as receipts in stating receipts of these trust funds. 

of the treasury and consequently the burden imposed upon 
or relief given to the taxpayer and to handle other items as 
set forth in Chapter I. If this is done the result will show 
the real income of the government as distinguished from its 
receipts and its real expenditures as distinguished from its 
disbursements. 

These several steps have been taken in respect to the 
receipts and expenditures of the national government for 
the ten-year period covered by this study and the result is 
shown in Table 5.^ 

^ It is hardly necessary to state that the effecting of these operations 
has been a matter of great difficulty and has required a large amount 
of careful work. And it is quite possible that in a few minor cases 
a complete segregation of the items has not been secured. For all 
practical purposes, however, the showing made of the real income of 
the government is, it is believed, one that very closely approximates 
accounting accuracy. 
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This statement has no significance except as furnishing 
the means through which a segregation is secured of federal 
income and federal expenditures, properly speaking, and 
thus producing totals which may be subjected to the an- 
alyses that follow. Though the statement shows the totals 
of the receipts and expenditures represented by the three 
classes of receipts and expenditures: federal, District of 
Columbia, and trust funds, such totals do not correspond to 
any totals of receipts and disbursements given in the official 
financial reports; this for a number of reasons. In the 


Classifiei> by Bicneficiaby' 


192.5 

1920 

1927 

1928 

1929 

1930 

13,943,839,130.73 

21,779,403,17 

201,177,098.34 

$3,500,344,459.94 

20,849,227.92 

220,111,166.85 

$3,835,283,535.57 

30,530,180.85 

251,534,780.43 

$3,686,0,34,521.11 

32,778,483.63 

257.669,881.50 

$3,716,129,382.97 

33,530,263.17 

279,931,095.68 

$3,846,010,584.30 

35,194,596.45 

285,545,980.63 

$4,160,795,632.24 

83,843,304,854.71 

$4,117,357,502.85 

$3,976,482,886.24 

$4,028,590,741.83 

$4,166,751,161.38 

$3,541,200,477.29 

24,006,457.84 

195,126,716.80 

$3,578,700,677. .52 
25,816,290.30 
233,973,593.02 

$3,844,137,219.67 

28,859,943.89 

234,247,850.73 

$3,670,409,864.45 

30,913,540.19 

249,734,394.01 

$3,591,325,810.56 

31,619,744.75 

260,573,073.14 

$3,846,605,149.20 

36,596,319.80 

291,703,264.00 

$3,700,399,650.99 

$3,838,490,566.84 

$4,106,245,014.29 

$3,961,117,798.65 

$3,883,518,628.45 

$4,174,904,723.66 


8. The total of espeiiditiiresi for such trust funds has been stated, including the investment of the appropriations made from 


tne uenerai I'una. 

It will be seen, therefore, from the above facts, that by combining the totals of Federal and Trust Fund receipts, and_ Federal and 
Trust Fund expenditures, a duplication of tioth receipts and expenditures results to the extent of the totals of such appropriations made 
for the benefit of th&se funds. 

first place, as has been pointed out, the items Federal In- 
come and Federal Expenditures represent the net, rather 
than the gross, income and expenditures of the government 
as the result of deducting customs and internal revenue re- 
funds from gross receipts from these sources and eliminat- 
ing such payments from expenditures, and showing the 
operations of special business enterprises upon a net basis. 

And, secondly, -while payments from the General Fund, in 
pursuance of appropriations to the government trust funds, 
such as the .Adjusted Service Certificate Fund, the Civil 
Service Retirement Fund, and the Foreign Service Retire- 
ment Fund, have been correctly included among Federal 
Expenditures, these payments also figure among the receipts 
of Trust .Funds, and the expenditures of the latter .funds 
include the. investments of these payments, with the result 
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that the total receipts and total expenditures given embrace 
a duplication to the extent of the totals of such payments 
made to these funds. 

This is the only statement contained in this study where 
any account is taken of District of Columbia and trust fund 
receipts and expenditures. All subsequent statements will 
be devoted wholly to subjecting the totals here given of 
federal income and expenditures to analysis for the purpose 
of making known the character of the items entering into 
them and their relative significance. 


CHAPTER VI 


FEDERAL INCOME AND EXPENDITURES CLASSI- 
FIED BY CHARACTER AND COMPARED 

Having carefully segregated federal income and expendi- 
tures from other receipts and disbursements we are now in 
a position to analyze and bring them into comparison for 
the purpose of determining the net results of the operations 
of each of the years covered. This is done in Table 6. 

In preparing this statement, a careful distinction has been 
made between “revenue” and “non-revenue” income, and 
between “governmental” costs and “non-governmental” costs 
expenditures. The importance of making these distinctions 
is scarcely second to that of distinguishing between federal 
income and receipts and between federal expenditures and 
disbursements. There is manifestly a fundamental differ- 
ence between the income received by a government in the 
form of taxes and other public dues and that resulting from 
borrowing, the sale of investments, or the realization upon 
treasury assets in any other way. The first represents a net 
addition to the assets of the government; the latter, a set- 
ting up of a corresponding obligation or a conversion of 
assets from one form to another. In like manner there is 
evidently a fundamental difference between the expendi- 
tures made by the government in carrying on its operations 
and in performing the services undertaken by it, and those 
representing disbursements made by it in improving its 
capital position through the reduction of debt or the invest- 
ment of its funds in interest-bearing securities. 

This distinction between revenue and non-revenue in- 
come, important in any undertaking, public or private, is 
especially desirable in the case of the national government 
due to the fact, as has been brought out in our considera- 
tion of treasury assets and liabilities, that the national gov- 
ernment found itself, as the result of the financial operations 
growing out of the war, in the possession of realizable assets 
67 



68 


NATIONAL FINANCE 


rumiing into the billions of dollars. It is manifestly a mat- 
ter of importance to determine the extent to which it is 
meeting its financial obligations out of its current income, 
through a realization upon such assets, or through borrow- 
ing. In the same way it is manifestly important to know 
that part of the government’s expenditures which is devoted 
to meeting current costs and that part which is devoted to 
improving its financial condition through the payment of 
debt or the making of investments.^ 

Another distinction that it has been thought worth while 
to make is that between '‘general revenue” and govern- 
mental costs and the “net revenue” or government cost 
resulting from the operation of special business enterprises. 
Though provision is made on the income side of the state- 
ment for the item Special Business Enterprises, no figures 
are given, since, though certain special business enterprises, 
such as the Panama Canal, produced an income in excess of 
expenditures, the operation of all the special business enter- 
prises, taken collectively, has resulted in an excess of ex- 
penditures over income, which excess is consequently shown 
in the statement of expenditures. It should be noted, fur- 
thermore, that even if an enterprise, or all special business 
enterprises taken together, produce an excess of income 

^ It will be noted that the distinction here made is analogous to that 
made in ordinary commercial accounting between current expenses 
and capital outlay. It departs from that distinction, however, in that 
governmental costs include all the expenditures made by the govern- 
ment in conducting its operations, regardless of whether such expen- 
ditures are for current operation or the acquisition of plant and other 
fixed assets needed by it in the performance of its work, and that non- 
governmental costs include only expenditures made affecting directly 
treasury assets and liabilities as distinguished from the assets and 
liabilities of the government as a whole. It would he desirable further 
to analyze governmental costs so as to make the distinction between 
“expense” and “capital outlay,” Unfortunately the national govern- 
ment, and this is true of most governments, does not keep its accounts 
in such a manner as to permit this being done. The leading example 
of such a government is Hawaii, which has a new accounting system 
corresponding to the most approved principles of accountancy. For 
a description of this system, see Henry P. Seidernarm, Maniml of 
Accounting, Reporting and Business Procedure for the Territorial 
Government of Hawaii. Institute for Government Eesearch, Studies 
in Administration, 1928. 
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over expenditures, such excess would not be considered in 
preparing these general statements of total income unless 
it were actually covered into the General Fund of the 
treasury. So long as these excesses are retained by the 
enterprises producing them and used in the form of capital 
outlays to extend their physical plant or equipment, or as 
additions to their working capital, they do not affect the 
General Fund of the treasury. The figures given in this and 
other statements of the income and expenditures of the gov- 
ernment thus furnish no information regarding the financial 
results of the operations of the enterprises except as such 
operations resulted in payments of surplus earnings into the 
General Fund of the treasury or drafts upon such fund to 
meet operating deficits or additional capital outlays. 

It is hardly necessary to point out the value of this show- 
ing. It furnishes in a way that has never been done before 
information regarding the real income and expenditures of 
the government, as stripped of all extraneous agency trans- 
actions, and distinguishes clearly between that part of the 
income that consists of revenue proper and that part derived 
from the realization upon assets and that part of the expen- 
ditures going for the support of the government and the 
conduct of its various activities, and that having for its 
purpose to retire debt or acquire new treasury assets. 

Turning our attention, first, to the income side of this 
account, it will be seen that, taking the ten-year period as a 
whole, a great reduction in total income has taken place, 
this reduction being from $5,465,821,943.96 in 1921 to 
$3,846,010,584.30 in 1930. The greater part of this reduc- 
tion took place in the years 1922 and 1923, the income for 
1922 showing a drop of $1,376,901,946.60 to $4,088,919,- 
997.36, and that for 1923 a further drop of $521,439,934.90 
to $3,567,480,062.46. This reduction was due primarily to 
the passage of the revenue act of 1921, which the Secretary 
of the Tresury estimated provided for a reduction in income 
and profits taxes of approximately $410,000,000 and in 
other taxes of approximately $425,000,000, though there was 
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during- these two years a material diminution from non- 
revenue sources^ that is, realization upon assets, the reduc- 
tion being from $383,009,872.27 in 1921, to $378,057,756.17 
in 1922, and to $202,817,511.59 in 1923. 

Ill some respects the most significant feature of this show- 
ing is that, notwithstanding repeated further reductions in 


0. Fkop.kvl iNrovfi; axd Exi’k^ditures, 


1, Federal Ineome 
1, Revenues 

1. General 

2. Special bufcine.ss enterprises. Op- 

erational 


Total Federal Income 

2, Federal Expenditures 
1. Governmental costs 

1. General 

2. Special business enterprises, Oj)- 

orations* 


Total Federal Expenditureg 

3. Comparison of Federal Income and Ex- 
penditures 

1. Excess, Revenues over Governmental 

Costs 

2. Deficit, Non-Revenues over Non- 

Governmental Costs 

3. Excess or Deficit, Total Federal In- 

come over Total Federal Expen- 
ditures 


35,082,812,071 09 


$3,263,710,210 61 
642,388,593.13 


$4,770,027,159.39 


$1,176,713,267 95 
-480,918,483.38 


-(-$695,794,784 57 


34,088,019,997 30 


32.979,944,812 22 
184,939,635 64 


$4,120,420,064.29 


3545,577,794 33 
-577,477,861.26 


33,364,662.550 87 


33.567,4.80,062 40 


32,840,899,187 02 
98,054,006 50 


33,586,694,898 43 


3425,708,4,57.20 
-444. '123. 293 23 


■-$19,214,83.5 97 


S3, 4-47, 669.292. 98 


32,646.483,912.51 

45,335,870.66 


$3,816,075,161,18 


$7,55,849,509.81 

-920,125,978.16 


-$104,276,467.35 


1 The re.sult of operating all .Special Business Enterprise.-,' taken together retlects an excess of expenditu.n'' lor all lear.s and U thore- 
foro included in the statement of expenditures only. 

"The abnormal excess of non-revenue income in this particular fiscal year is duo to the procedure e.mplo.ved in hundiing tin; spe.-i.il 
deposit account of the War Finanoo Corporation. The deposits to this account arc not hete treated iij reci ipts in the frc-al year hi 
which such deposits were made, inasmuch as the balance of this account b used by the treasury as an offset to tiie oainlal stock of th.it 

tax rates and the entire repeal of other taxes, the income of 
the government has shown a tendency gradually to increase, 
the income for 1930 being $3,846,010,584.30 as against 
$3,567,480,062.46 in 1923. This increase, moreover, has 
been due wholly to the increased yield of revenues, the re- 
turns from realization upon assets showing a material drop 
especially during 1929 and 1930. It would appear, there- 
fore, that the loss of revenue resulting from reductions in 
tax rates and repeal of minor taxes has been more than com- 
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pensated by increased yields from the lower rates, and the 
increase in the general prosperity of the country. 

Turning now to the other side of the account, attention 
should be directed to the movement of governmental costs 
rather than total expenditures, since the latter includes the 
large payments for reduction of debt and the making of 
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1925 

1926 

1927 

1928 

1929 

1930 

$3,214,918,724.81 

$3,468,919,300.23 

83,630,217,518.08 

$3,462,184,232.75 

$3,639,809,490.08 

$3,718,236,243.91 







3,214,918,724.81 

728,920,405.92"- 

3,408,919,300.23 

121,425,1,59.71 

3,630,217,518,08 

205.066,017.49 

3,462,184,232.75 

223,850,288.36 

3,639,809,490.08 

75,319,892.89 

3,718,236,243.91 

127,774,340.39 

$3,943,839,130.73 

$3,590,344,459.94 

$3,835,283,535.57 

$3,686,034,521.11 

$3,715,129,382.97 

$3,846,010,584.30 

$2,726,721,866.21 

78,365,510.49 

02,056,809,386.06 

48,913,718.75 

$2,676,510,044.68 

32,817,791.65 

$2,716,608,010.62 

45,248,123.41 

$2,754,506,506.98 

132,166,901.13 

$2,846,523,220.27 

98,067,135.25 

2,806,087,375.70 

736,119,101.69 

2,705,723,104.81 

872,977,672.71 

2.709.327.836.33 

1.134.809.383.34 

2,761,856,134.03 

908,613,730.42 

2.886,073,408.11 

704,652,402.45 

2,944,500,355 53 
902,014,793.67 

$3,641,206,477.29 

$.3,578,700,677.52 

$3,844,137,219.67 

$3,670,469,864.45 

$3,591,325,810.56 

$3,846,605,149.20 

$409,831,349.11 

-7,198,695.67 

$763,196,195.42 

-751,552,413.00 

$920,889,681.75 

-929,743,365.85 

$700,328,098.72 

-684,763,442.06 

$753,136,081.97 

-629,332,509.56 

$773,615,888.23 

-774,240,453.28 

+$402,632,653,44 

+$11,643,782.42 

-18,853,684.10 

+$15,564,656.66 

+$123,803,572.41 

-$594,564.90 


Corporation held by the treasury. In 192.5, $499,000,000 of the accumulated balance in this deposit account was transferred (on the 
books of the treasury) to miscellaneous receipts to cancel an equal amount of outstanding capital stock and i.s hero shown aa a non- 
revenue receipt in that year. This same procedure was Mowed in the case of the Sugar Equalisation Board in 1921, 1922, and the 
Grain Corporation in 1927. 

investments which are grouped under the heading of 
non-governmental costs. Here too a great reduction has 
taken place during this period, such reduction being from 
$3,906,980,803.74 in 1921 to $2,944,590,355.53 in 1930. The 
greater part of this reduction took place in 1922, govern- 
mental costs in that year dropping to $3,164,884,447.86. In 
the following year, 1923, it dropped to $2,938,954,093.61 
and in 1924 to $2,691,819,783.17. After rising somewhat 
in 1926 to $2,805,087,375.70, it dropped back in 1926 to 
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4. Federal Income (upper) and Federal Expenditures (lower) 
(Prom Table 6) 


total of governmental costs being $2, 709, S27, 836. 33 in 1927 , 
$2,761,856,134.03 in 1928, $2,886,673,408.11 in 1929, and 
$2,944,690,355.53 in 1930. 
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Taken as a whole this showing can not but be deemed to 
be very creditable to those having direct responsibility for 
the conduct of public affairs. To the Administration belongs 
the credit of framing and submitting to Congress budgets 
compiled on an economical basis and to Congress belongs 
the credit not only of not increasing these estimated needs 
but also of actually voting in every year a total of appropria- 
tions less than that called for by the budget. Especially is 
the showing a satisfactory one when account is taken of 
the steady growth in the population and economic activities 
of the people, the increasing demands made upon govern- 
ments of all kinds, the almost unavoidable necessity for the 
creation of new services for the handling of such matters as 
radio, aviation, and the like, the necessity for the increasing 
of the compensation of almost all classes of public employees 
in order to bring it into conformity with the rising scale of 
salaries and wages in private life, and by the fact that dur- 
ing this period the expenditures of other governments, state, 
municipal, and county, have gone up by leaps and bounds. 

In considering this matter of total governmental costs, it 
is of interest to note the extent to which the totals shown 
are due to the drain made upon the General Fund of the 
treasury by the necessity of financing capital outlays or defi- 
cits of revenue-producing enterprises. In 1921, expen- 
ditures for this purpose amounted to the significant sum of 
$642,388,593.13. This unusually large disbursement was 
primarily due to losses resulting from the operation of the 
Railroad Administration and the Emergency Fleet Corpora- 
tion, though the postal deficit in that year was unusually 
large. With the substantial liquidation of the affairs of the 
Railroad Administration and the reduction in the scale of 
operations of the Emergency (now Merchant) Fleet Cor- 
poration, the charge upon the general treasury resulting 
from the operation of special business enterprises has showm 
a material reduction. This reduction would have been much 
greater than it has been but for the fact that recent years 
have shown a tendency for postal deficits steadily to in- 
crease. This subject of income and expenditures resulting 
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from the operation of special business enterprises will re- 
ceive further consideration in another part of this study. 
Here we are only concerned with them as affecting the total 
of governmental costs. As has been stated, this operating 
statement has been prepared, not only for the purpose of 
showing the totals of governmental income and expenditures 
classified by main categories, but also by comparing the two, 
to bring out the extent to which, in each year, and for the 
entire period, the government has lived within its income 
or the reverse. In seeking to do this, the comparison must 
be made between revenue income and governmental costs 
rather than total income and total expenditures. This results 
from the fact that non-revenues represent merely a con- 
version of assets from one form to another, as where in- 
terest-bearing securities are sold or liquidated for cash, and 
non-governmental costs represent for the most part the 
payment of public debt and to a less extent the setting up 
of compensating assets in the form of securities acquired. 
Normally, as rapidly as surplus cash becomes available, it 
is applied to the purchase and cancelation of outstanding- 
debt obligations. As a consequence, the showing at the end 
of the year of a surplus or deficit secured by a balancing of 
total income and total expenditures represents little more 
than a comparatively unimportant change in the cash 
balance of the treasury. It is due to this fact that the dis- 
tinction made between revenue and non-revenue income and 
between governmental and non-governmental costs is of such 
importance. Without this distinction, no really informa- 
tive showing can be made of the extent to which the gov- 
ernment is improving its financial condition, or the reverse. 

It results from the foregoing that the figures represent- 
ing the real net results of the operations of the year are 
those shown opposite the stub heading Excess or Deficit, 
Revenues over Governmental Costs. These figures show- 
that, during every year covered by the statement, the gov- 
ernment lived within its income to the extent of hundreds 
of millions of dollars, and that for the entire period it im- 
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proved its financial condition to the extent of $7,224,876,-' 
324.70, or an average of $722,487,632.47 each year.^ 

Before leaving this consideration of the net gain of the 
treasury during this period, it is desirable to point out how 



6. Real Surplus and Budget Surplus 
(Prom Table 7) 

superior this statement is as showing the real results of the 
operations of the government during the year to that given 
in the annual budget submitted to Congress. The latter 

® It is unfortunate that a comparison of the net result of operations 
by years is rendered difficult by the unusual transactions that took 
place In 1925. That year shows an abnormal excess of non-revenue 
income due to the procedure employed in handling the special deposit 
account of the War Finance Corporation. Deposits in this account 
were not treated as general treasury receipts until they were actually 
turned over to the General Fund. In 1925, $499,000,000 of the de- 
posits accumulated in such account were surrendered to the treasury, 
in return for the surrender and and cancellation of the same amount 
of the capital stock of the corporation. The result was to show an 
apparently large income from this source in a single year, although 
the moneys had been accumulated in the deposit account of the corpo- 
ration during a number of years preceding. 
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statement, in arriving at its surplus, fails to distinguish 
between federal receipts and federal income, between that 
part of income constituting revenue and that part con- 
stituting non-revenue, between federal disbursements and 
federal expenditures, and between that part of federal 
expenditures constituting governmental costs and that 
part constituting non-governmental costs. Furthermore, 
although it includes among expenditures payments made 
from so-called ordinary receipts for reduction of debt, the 
budgets statement does not include payments made for 
the same purpose from treasury surplus. The surplus thus 
arrived at may serve a purpose from the strictly budgetary 
standpoint, but it does not by any means furnish accurate 
information regarding the extent to which the government 
has lived within or exceeded its real income during the year. 
The difference between the surplus thus arrived at and that 
representing the excess or deficit of revenue over govern- 
mental costs which, as stated, constitutes the real showing 
of the extent to which the government has lived within its 
income, or the reverse as revealed in the statement under 
consideration, is brought out by Table 7 : ® 

7. Comparison op Eeal Surplus with Budget Sup.plus 


Fiscal Year 

Budget Surplus 

Surplus as Repre- 
sented by Excess 
of Revenues over 
Governmental 
Costs 

1921 

$ 86,892,271.61 
313,801,651.10 

309.657.460.30 

505.366.986.31 
250,605,238.33 
377,767,816.64 
635,809,921.70 
398,828,281.06 
184,787,036.42 i 
183,789,214.90 i 

$1,176,713,267.96 

545,677,794.33 

425,708,457.26 

756,849,509.81 

409,831,349.11 

763,196,195.42 

920,889,681.75 

700,328,098.72 

753,136,081.97 

773,645,888.38 

1922 

1923 

1924 

1926 

1926 

1927 

1928 

1929 

1930. 



® The more important variations in method employed in arriving- at 
these two surpluses are as follows: 

1. The surplus representing excess of revenue over governmental 
costs excludes all transactions in respect to reduction of debt 
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and the making or realizing upon investments which is not done 
in the budget surplus. 

2. The first statement excludes receipts and expenditures on account 
of the District of Columbia and trust funds, which is not done 
in the budget surplus. 

3. The first statement is on the basis of checks issued, v/hereas the 
budget surplus is adjusted to a cash basis. 

4. Deposits to checking accounts of the War Finance Corporation, 
U. S. Sugar Equalization Board, and U. S. Grain Corporation 
were included by the budget in revenue receipts in the fiscal year 
in which such deposits were made, while in this statement such 
moneys are not accounted for as receipts until actually trans- 
ferred from such checking accounts to miscellaneous receipts in 
liquidation of capital stock of these corporations, at which time 
they are accounted for as non-revenue receipts. 

In order further to explain the difference between the two state- 
ments there is given below the adjustment of the surplus item for 
1930 as given in the statement here printed and the corresponding 
item as given in the budget. 


Excess of Revenues over Governmental Costs as per 

statement here given $773,645,888.38 

Additions : 

Reduction of debt from surplus, 
included in expenditures..... $191,895,049.42 
War Finance Corporation de- 
posits, not included in receipts 58,838.54 

Excess of Internal Revenue re- 
ceipts, here included on basis 
of collectors’ reports 1,378,867.62 


Total Additions , 


$193,332,756.58 


Total 

Deductions : 

Excess of Non-Governmental 
Costs over Non-Revenue Re- 
ceipts 

Excess of trust fund expenditures 

over receipts 

Excess District of Columbia ex- 
penditures over receipts 

Adjustment to cash basis 

Total Deductions 


$966,978,643.96 

$774,240,453.28 

6,157,274.03 

1,401,723.35 

1,389,978.40 

$783,189,429.06 


Total Surplus as per Budget Statement No. 1 $183,789,214.90 


Similar adjustments would explain the difference reflected in other 
fiscal years. 






CHAPTER VII 

FEDERAL REVENUE CLASSIFIED BY SOURCES 


As has been pointed out, the first thing to be done, in 
seeking to secure information regarding the real financial 
operations of the government is to eliminate from both 
sides of the account those transactions which are of a fidu- 
ciary character and thus to secure data having to do only 
with the operations of the government proper. Such a segre- 
gation was made in Table 5, showing federal receipts and 
disbursements, classified by beneficiary. 

Having secured the total of federal income, properly 
speaking, in this way, the second step to be taken was to 
break down this total so as to distinguish between that part 
of it constituting revenue income and that part constituting 
non-revenue. This was effected and the results presented in 
the operating statement that has been given. 

With figures thus arrived at representing the total reve- 
nue and total non-revenue income of the government dur- 
ing each of the ten years covered by this study, it is next in 
order to secure and present information regarding the char- 
acter and importance of the several items entering into each 
of these categories. Of these, that of revenue income is of 
much the greatest interest and will receive first attention. 

From the standpoint of those having responsibility for 
determining governmental policies and conducting the actual 
operations of government, information regarding the 
sources from w^hich the national government derives its 
revenue income can scarcely be had in too great detail ; for 
it is only as such information is available that it is possible 
to determine the results of the particular provisions of law 
calling for the payment of taxes or other dues, or to forecast 
the probable results of contemplated changes in such pro- 
visions. This detail data must then be subjected to a proc- 
ess of classification in order to make known the absolute 
and relative importance of significant categories It is, thus, 
81 


NATIONAL FINANCE 


desirable to know not only the revenue derived from each 
specific tax but from all taxes, the revenue derived from 
each kind of fee, but from all fees, the revenue derived 
from each class of fines, but all fines, etc. 

It is a remarkable fact that, prior to the adoption of the 
budget system in 1921, no really serious effort had been 
made by the accounting officers of the government to pre- 
pare and present any logical or systematic statement, in 
detail or classified, of the sources from which the govern- 
ment’s income was derived. So far as classification is con- 


8. FedeiiaI; Revenges, 



1921 

1922 

1923 

1924 


§4,020,294,019.09 

$3,544,338,827.26 

$3,045,657,615.98 1 

$3,195,264,00.3.92 

'•2. Interest, dividends and exchange 

87,706,385.37 

57,460,611.54 

221,132,094.54 

173,830,397.31 


6,579,934.69 

12,000,162.,36 
“ 14,557,795.30 

8,943,404.41 

10,045,803.31 


13,716,113.19- 

14,344,077.70 

14,677,860.32 

5, Permits, privileges, and licenses 

7,2.58,835.50 

V 139,267.10 

180,582.95 

188,755.74 


163,905.96 

297,435.91 | 

393,631.26 - 

365,243.22 


7,334,909.61- 

6,753,509.47 i 

5,247,210.85 

5.028,761.25 


1,687,511.34 

6,496,845.36 

4,842,175.26 

6,920,823.01 

9. Gifts and contributions 

10. Sales of government products and mis- 

4,633,856.63 

4,580,346.86 | 

4,845,162.77 

5,622,054.12 

cellaneous equipment 

2,079,975.41 

24,110.995.21 

13,415,402.14 

4,915,498.26 

11. Sales of services 

12. Rents of public buildings, grounds, 

2,384,665.13^ 

3,195,402.40 | 

3,393,461.68 

3,348,436.16 

and property 

13, Public domain receipts (excluding 1 

1,152,927.15 

932,646.66 • 

940,765.46 

1,187,994.53 

sales of land) 

14,647.656.28 

13,868,593.59 

14,792,550.79 

18,647,541.25 

14. Mint receipts 

15. District of Columbia sources 

16. Other miscellaneous receipts not classi- 

12,610,210.05 

21,660,921.07 

25,865,170.45 

8,133,587.2:1 

561,106.29 

457,798.25 

682,966.05 

035,438.95 

fied as to source j 


5,083.85 

378.69 

-1,042,893.59 

Total Revenues 

$5,082,812,071.69 

$3,710,862,242.19 

$3,364,062,550.87 

$3,447,669,292.98 


cerned they contented themselves with certain summary ^ 
groupings, such as the three-fold one of ordinary, postal, 
and public debt, or customs, internal revenue, and miscel- 
laneous, which were almost meaningless, since they dealt 
with receipts rather than income, made no proper distinc- 
tion between revenue and non-revenue income, and were of 
so condensed a character as to afford little information even 
had proper accounting distinctions been made. 

The Bureau of the Budget made a great advance in re- 
porting. From the preparation of its first budget "docu- 
ment, it made an attempt, as regards ordinary receipts, to 
distinguish between revenue and non-revenue income and 
to classify under significant headings the items falling under 
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each head. This classification, while representing an im- 
provement over what had been done, or rather not done, in 
the past, still was far from satisfactory, due primarily to 
the fact that details regarding the government’s income 
were not accounted for and reported in such a manner as to 
make it possible to do ail that was desired in handling this 
important matter. 

In 1928 a committee, on which both the General Account- 
ing Office and the Treasury Department were represented, 
worked out a revised scheme of classification of receipts, 


Clabsified by Source 


1923 

1926 

1927 

1928 

1929 

1930 

$2,957,959,056.40 

171,997,315.19 

10,030,721.51 

14,169,647.71 

296,986.33 

317,115.78 

5,565,044.58 

10,716,363.32 

6,366,351.08 

$3,214,962,895.50 

169,115,272.76 

10,135,761.35 

15,679,249.65 

511,417.82 

527,572.48 

5,734,546.90 

9,481,140.31 

6,2,31,154.63 

13,342,097,297.87 

195,360,597.67 

8,549,599.03 

16,436,584.93 

608,593.16 

676,124.99 

6,415,0.54.46 

7,820,436.67 

6,350,182.76 

$3,196,211,326.51 

179,318,647.20 

9,839,889.44 

10,024,491.10 

567,059.95 

546,773.05 

5,737,518.21 

16,781,899.23 

5,169.750.40 

53,338,689,326,27 

234,866,496.52 

8,132,680.05 

15,585,167.76 

695,232.14 

1,111,951.67 

6,218,935.81 

3,974,385.60 

3,103,215.36 

53,483,225,292.94 
157,468,035.00 
' 10,893,072.11 

17,516,260.66 
656,494.27 
i 1,068,076,73 

6,835,447.51 
2,617,690.83 
6,948,254.13 

6,847,576.08 

4,715,378.92 

6,108,322.07 

4.372,107.38 

5,405,474.42 

3,031,839.54 

5,370,340.74 

2,901,684.56 

4,606,785.22 

2,593,921,60 

4,863,830.15 

3,231,842.76 

1,338,130.44 

1,385,423.53 

1,169,786.51 

1,091,406.01 

1,166,425.24 

1,095,283.79 

15,047,222.07 

8,715,150.82 

767,107.82 

79,557.78 

14,734,553.22 

9,903,032.85 

93,977.94 

22,871.78 

24,130,078.25 

9,130,112.82 

146,500.42 

2,889,264.58 

16,263,679.58 

6,235,610.60 

124,255.57 

13,639,142.63 

5,373,407.13 

52,417.19 

14,546,933.09 

8,321.644.93 

48,184.95 




$3,214,918,724.81 

$3,468,919,300.23 

53,630,217,518.08 

53,462,184,232.75 

53,639,809,490.08 

$3,718,236,243,91 


which received the approval of the Comptroller-General and 
was promulgated on June 27 of that year as* General Regu- 
lation No. 67, 1928.1 

This classification is, in general, a satisfactory one. With 
a few modifications, it has been followed in the preparation 
of the income statements given in this report. The main de- 
partures from the official system consist in the segregation 

^ It is only proper to state that the Budget Bureau’s scheme of classi- 
fication was worked out by a representative of the Institute for Gov- 
ernment Reseai’ch, Mr. JI. P. Seidemann, who at the request of the 
first Budget Director, General Charles G. Dawes, served as a techni- 
cal assistant to Mm in preparing the first budget document, and that 
another representative of the Institute, Mr. Herbert Wilson, served 
on the committee that affected the revision of this system in 1928. 
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of the receipts of special business enterprises and their 
showing upon a net rather than a gross basis, and in making 
provision under “Revenues” for public domain receipts 
other than sale of public lands, the latter being shown under 
“Non-revenue” income. 

With this explanation, there is now given in Table 8, a 
classified statement of that part of the federal income repre- 
sented by revenue receipts. 



6, Federal Revenues 
(From Table 8) 


The primary interest attaching to this statement is the 
illuminating picture that it gives of the absolute and rela- 
tive importance of the various sources from which the gov- 
ernment derives its current revenues as distinguished from 
the sums that it may take in from a realization upon its 
assets or from other items of non-revenue, the data regard- 
ing which are given in a subsequent statement. 

As might be expected, the great bulk of the revenue in- 
come of the government is obtained from Taxes, that item 
amounting, in 19S0, to $3,483,225,292.94 out of a total of 
$3,718,236,243.91. Of the remaining revenue for that year. 
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$235,010,960.97, much the greater part was derived from 
Interest, Dividends, and Exchange, that item producing, in 
1930, $157,468,035.06. Other items, however, are by no 
means negiigible, $17,516,260.66 being derived from Fees, 
$14,546,933,09 from Public Domain Receipts, $10,893,072.11 
from Fines and Penalties, and $8,321,544.93 from Mint 
Receipts. In general, no great variations have taken place 
during the ten-year period in respect to the relative im- 
portance of the several classes of revenue shown, though 
particular years may, for special reasons, show an unusual 
increase or decrease in particular items. 

Taxes. As has been indicated, it is of interest to know not 
only the total income derived from each of the general 
sources of income but also the amounts received from the 
individual items entering into such classes. Turning our 
attention to the first, and most important, class that has 
been indicated in Table 8, Taxes, difficulty is encountered 
in stating the income derived from each kind of tax due to 
a number of considerations. In the first place, it is not 
always easy to decide whether a certain item of income, 
such, for example, as the immigration head tax, should be 
deemed to be a tax or a fee. In all such cases the item is 
classed as a tax when it is so classed in the official reports. 
Secondly, a decision has to be reached regarding the extent 
to which the itemization shall be carried. As has already 
been stated it is desirable, from the administrative stand- 
point, to carry this itemization to the furthest practicable 
point. It is thus important to know not only the amount 
of income derived from excise taxes on tobacco but also the 
amount derived from each class of tobacco, cigars, ciga- 
rettes, chewing tobacco, snuff, etc. To attempt to enter into 
such detail here would unduly extend our study. We have, 
therefore, contented ourselves, in Table 9, with presenting 
the information regarding excise taxes under only the main 
heads. 

This table is unsatisfactory from a number of stand- 
points. In the first place, it fails to give the detailed informa- 
tion regarding customs receipts that it is desirable to have. 
Had the information been available, it would have been of 
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interest to have shown not only the total received from 
customs dues but also the amount received from at least 
each important class of commodities subject to su.ch dues as 
indicated by the several schedules of the customs tariff act.^ 
Unfortunately, this information is not given in any of the 


9. Taxes, 



1921 

1922 

1923 

1924 

1, Customs (Less refunds) 

2. Income: Individual 

S. Income: Corporation 

4. Estates 

5. Transfer of property by gift 

6. Tonnage 

7. Franchise: Surplus earnings, Federal 

Eeserve banka 

8. Franchise: Surplus earnings. Federal 

$284,516,198.74' 

3,228,137.673.75- 

0) 

154.043.260.39 

$329,153,760.28 

2,086,918,464.85- 

tN 

139,418,846.04 

$580,660,011.84 
1,691,089,534.56- 
l (») 

126,705,206.55 

$522,844,893.73 

1,841,7,59,316.804 

(“) 

102,906.761.68 

0) 

60,724,742.27 

1,802,853.52 

59,974,465.64 



1,673,887,77 

10,830,604.72 

j 1,699,665,15 

3,613,055.38 

152,271.20 

4,057,299.17 

5,539,349,96 

27,585,708.37 

325,638,931.14 

2,814,104.14 

48,319.34 

1,040.50 

58,528,017,06 

3,731,536.00 

9. Circulation: National Bank notes — 

10. Immigration head tax 

1 1. D ietilled spiidts and alcoholic beverages. 

12. Tobacco and manufactures of 

13. Oleomargarino 

14. Butter, adulterated, process, or reno- 

vated.... i 

15. Filled cheese, mixed flour, etc 

16. Stamp; Dooiimentary 

17. Stamp: Flaying cards 

4,799,615.73 

5,766,615.69 

82,623,428.83 

255,219,385.49 

2,986.465.35 

49,751.52 
1,225.85 1 
69,864,072.11 
2,603,941.42 
273,070.001.28 

28,442,412.46 

18,992,094.45 

177,71)1,214.00 

61,595,646.73 

58,675,972.86 

1,170,291.32 

96,890,650.03 

93,883,277.30 

4,i537,773.70 

2,514,407.19 

45,609,436.47 

270,759,284.44 

2,121,079.68 

32,288.11 

1,167.45 

55.919.043.80 
2,880.441.65 

169,426,206,37 

29,271,521.79 

10.855.403.81 
1-43,908,856.09 

30,434,201.52 

33,504,284.01 

1,209,039.90 

80.000,589.53 

95.120,827,49 

4,317,321.10 

4,151,694.68 

30,3,58,085.63 

309,015,492.98 

2,254,531.23 

51,768.20 
1,011.41 1 
61,490,151.98 
3,385,226.83 1 

19. Public utilities: Telegraph and tele* 

■ phone 

TnnitruTirA . . 

30,380,783.93 

34,662,428.90 

21. Excise; Manufacturers 

22. E.xciae: Dealer.*! and consumers 

23. Non-alcoholic beverages 

24. Narcotics 

25. Admissions to theaters, etc., and club 

dues 

26. Other 

Total Taxes, Gro-ss 

Less Refunds, Internal Revenue. . 

Total T.axes, Net 

163,928,570.69 

21,135,707.75 

10,131,896.94 

1,013,206.20 

77,345,877.72 

93,458,114.91 

177.482,389.30 

23,389,972.43 

10.418.866.08 
1,057,068.33 

85.722.385.09 
100,374,413.00 

4,930,797,938.17 

30,503,919.08 

3,595,434,343.33 

51,095.616,07 

8.173,399,647.08 

127,742,031.70 

3,334,085,791.6,5 

138,821,789.73 

$4,920,294,019,09 

$3,544,338,827,26 

$3,045,057,615.98 

13,195,264,001.92 


1 Inehidea tonnage tax, 1D21. - Includes corporation income tax also. ^ Included b Individual Income. ^ Included ia 

Customs, 1921. 


financial reports of the government. The Department of 
Commerce in its reports, gives statements purporting to 
show customs receipts classified by schedules, but the figures 

“ These schedules are: 

1. Chemicals, oils and paints 

2. Earths, earthenware and glassware 

3. Metals and manufactures of 

4. Wood and manufactures of 

5. Sugar, molasses and manufactures of 

6. Tobacco and manufactures of 

7. Agricultural products and provisions 
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given relate to dues as first assessed, which may be quite 
different from those finally paid, and pertain to the calendar 
instead of the fiscal year. 

In the second place, while the total for all taxes is cor- 
rectly stated on the net basis ; that is, after all refunds have 


Classified by Kind 


1925 

1926 

1927 

1928 

1929 

1930 

8524,292,683.70 

845,428,352.49 

916,232,697.02 

101,421,766.20 

7,518,129.32 

1,799,846.82 

113,646.58 

628,313,30 

4,061,674.78 

3,197,265.07 

25,904,774.72 

346,247,210.96 

3,038,927.84 

14,126.75 

11,100.80 

46,068,399.26 

3,183,384.92 

$550,151,054.22 

879,124,407.16 

1,094,979,734.17 

116,041,038.09 

3,175,338.73 

1,825,049.44 

59,300.37 

508,589.86 

3,277,513.90 

3,051,430.35 

26,452,028.63 

370,666,438.87 

3,070,218.26 

8,256.42 

14,065.74 

49,800,825.33 

4,213,414.03 

$583,112,955.96 

911,939,910.82 

1,308,012,532.90 

100,339,851.96 

$544,357,795.40 

882,727,113.64 

1,291,845,989.25 

60,087,233.97 

$678,992,886.95 

1,095,541,172.40 

1,235,733,256.24 

61,897,141.48 

$558,628,478.03 

1,146,844,763.68 

1,283,414,466.80 

64,769,625.04 

2,245,9i2.51 
i 818,150.51 

413,613.07 

3,253,461.97 

3.271,903.10 

21,195,551.96 

376,170,205.04 

3,164,218.94 

13,113.33 

7,964.86 

32,803,082.93 

4,742,468.50 

1,941,902.86 

249,591.17 

368,775.88 

3,234,240.29 

3,262,740.70 

15,307,796.45 

396,460,041.03 

3,407,599.94 

15,102.96 

2,009,318.04 

2,584,658.50 

258,086.51 
i 3,240,307.81. 

2,885,238.00.. 
12,776,728.46 
434,444,543.21 
3,611,153.44 

‘ 12,240.53 

2,016,337.12 

4,283,230.96 

172,230.57 

3,248,327.85 

2,722,898.00 

11,695,267.67 

450,339.060.60 

3,919,387.75 

11,608.10 

43,818,495.84 

5,010,712.40 

1 58,797,726.64 

5,375,804.20 

7^909,377.40 

4,819,292.50 













130,357,163.06 

10,494,934.67 

142,470,447.03 

7,727,718.85 

66,829,031.21 

51,936,691.28 

5,711,560.04 

2,664,652.34 





1,090,932.73 

39,698,397.44 

108,531,970.07 

981,739.07 

34,054,515.05 

103,219,708.76 

797,825.32 

28,376,657.48 

11,490,714.66 

696,43^41 

28,077,941.91 

11,160,486.60 

606,336.04 

17,328,310.47 

7,219,412.28 

588,682.40 

16,751,759.51 

1,417,789.69 

3,118,133,598.49 

160,174,642.09 

3,394,872,829.33 
179,909,933.83 | 

3,458,799,127.02 

116,701,829,16 

3,343,950,583.98 
147,739,257.47 , 

3,529,024.870.24 

100,336,543.97 

3,611,217,235.70 

127,991,942.76 

$2,957,958,056.40 

$3,214,962,895.50 

$3,342,097,297.87 

$3,196,211,326.51 

$3,338,689,326.27 

$3,483,225,292.94 


been deducted from original gross receipts, the figures for 
the individual taxes have had to be given on the gross basis, 
since refunds are reported in lump sums for “customs’" and 


8. Spirits, wines and other beverages 

9. Cotton manufactures 

10. Flax, hemp and jute, and manufactures of 

11. Wool and manufactures of 

12. Silk and silk goods 

13. Pulp, paper and books 

14. Sundries, 
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for “internal revenue” without allocations to the particular 
tax receipts affected by such refunds. As the great bulk of 
the refunds undoubtedly consist of the repayment of corpo- 
ration and individual income taxes, the figures given may 
be taken, nevertheless, as showing the relative productive- 
ness of the several kinds of taxes with reasonable accuracy. 

Finally, mention may be made of the belief that the offi- 
cial classification of taxes into customs, internal revenue, 
and miscellaneous taxes serves no useful purpose. It has 
accordingly been here disregarded. In Table 8 all that has 
been attempted has been to list the distinct classes of taxes 
without further classification and to show the amounts of 
income produced by them during each of the years covered 
by this study. 

Surveying the period as a whole, it will be found that 
there has been a large loss of income resulting from the 
repeal of certain taxes, such as those on public utilities, 
transportation, telegraph and telephone, insurance, and ex- 
cise taxes on dealers and consumers and non-alcholic bever- 
ages. These taxes produced $430,776,127.78 in 1921 and 
nothing in 1930. 

The estates tax has also shown a decreased yield, the 
amount received from this source being $154,043,260.89 in 
1921 and $64,769,625.04 in 1930. The same is true of the 
excise tax on distilled spirits and alcholic beverages, the 
figures being $82,623,428.83 in 1921 and $11,695,267.67 in 
1930, and of the taxes on admission to theatres, club dues, 
etc., due to modification of these taxes, the loss being from 
$95,890,650.63 in 1921 to $16,751,759.51 in 1930. 

On the other hand, there has been a very material increase 
in the yield of customs dues, receipts from this source being 
$284,516,198.74 in 1921 and $558,628,478.03 in 1930. This 
took place largely in 1923. Since that year the variation in 
the yield has not been great- It should be borne in mind 
that these figures represent the net or real yield from this 
source, deduction of customs refunds being made from the 
sum first reported as collected. A substantial increase has 
also taken place in the yield of the tax on tobacco and manu- 
factures of tobacco, this increase being from $270,759,384.44 
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in 1922 to $396,450,041.03 in 1928. This was due almost 
wholly to the great increase in the consumption of cigarettes. 
Though not of great importance from a financial standpoint, 
it is nevertheless of interest to note that the yield from the 
tax on playing cards has almost doubled in this period, a 
result probably due to the great vogue in recent years of 
bridge and contract. 

Interest, Dividends, and Exchange. Next in importance to 
taxes as a source of income to the national government is 
the item Interest, Dividends, and Exchange. This item is 
received from a variety of sources, as shown by Table 10. 

While this statement is drafted in a form to reveal the in- 
formation that it is desirable to have regarding this feature 
of the government’s financial operations, it is far from satis- 
factory as regards the actual showing of operations during 
the period covered. Its defects are due to the fact that the 
government has not kept its accounts, or at least has not 
published the results of its financial operations, in such a 
way as to distinguish its receipts from the sources compre- 
hended by the statement from those received from other 
sources. In particular has it failed in cases to distinguish 
between payments made by its creditors representing in- 
terest and those representing repayment of the capital of 
their obligations. It will thus be noted that only small sums 
are reported as interest on obligations of carriers during 
the years 1921 to 1926, while for 1927 and 1928, there is 
reported the receipt of $20,022,776.38 and $10,437,164.82, 
respectively ; this, notwithstanding the fact that, due to the 
rapid repayment of these obligations during the decade, 
interest payments must have been much larger in the earlier 
years. The fact 'is, that payments on account of principal 
and interest were not segregated. This, of course, affects 
the statement hereafter given of income from non-revenues. 
It will also be seen that no report is made of receipts from 
dividends on stock of the Federal Land banks and Federal 
Intermediate Credit banks owned by the government. If 
there were such receipts they were probably covered into 
the treasury under some such general head as miscellaneous 
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receipts. Another marring feature is the practice of cer- 
tain of the subsidiary corporations set up by the govern- 
ment of only making payments to the general treasury at 
intervals of years or when the final steps of liquidation are 
entered upon. 

Sven with these defects, the statement, nevertheless, pre- 
sents information of interest. Much the most important 
item is interest received on account of obligations given by 
foreign governments in adjustment of their war indebted- 


10. Interest, Dividends, and 



1921 

1922 

1923 

I 

1924 

1. Obligations of foreign governments — 

2. Obligations of carriers' 

3. Farm Loan Bank bonds 

$31,143,138.25 

84,000.00 

8,300,075.00 

$27,715,040.79 

3,000.00 

8,611,170.08 

$201,332,247.86 

10,344.34 

6,423,094.58 

$160,684,807.75 

30,968.23 

4,584,825,00 

5,740.43 

1,081.765.65 

5. TJ. S. Housing Corporation loans 

a. Capital stock, Sugar Equalization Board 

7. Capital stock. War Finance Corporation 

8. Capital stock, Panama Railroad Cor- 

610,297.06 

30,000,000.00 

1,291,695.00 

1,258,167.04 







1,050,000.00 

9. Capital stock. Spruce Production Cor- 
poration - 




10. Capital stock, Hoboken and Manufac- 
tnrfiTH Rnilpnad Onmpnny 


250,000.00 

1,410.41 

31.20 

14,300.29 

7,643,779,01 

8.199.528.00 ; 

3.430.145.01 j 
.300,510.85 



11. Farmers’ seed and feed loans 

12. Farmers in drought-stricken areas 

InriDfl 1 

44,691.61 

868,257.99 

5,728,471.35 

207,996.70 

10,675.194.55 

38,262.86 

82,833.26 

28,666,66 

396.77 

43,218,39 

4,646,002.91 

17,061.58 

1,631,456.83 

27,158.77 

13. Advances to contractors 

34. Public deposits 

35. Gain by exchange 

36. Discount on purchase of bonds, notes, 

37. Other | 

Total 

576.023.85 
5,452,660.84 
6,109,449.60 

816.667.85 
70,005.32 

$87,706,385.37 

$57,466,611.64 

$221,132,094.54 

$173,830,397.31 


1 Centra! Branch, Union Pacific Railroad excluded. 


ness to the national government. Next to this in impor- 
tance is the item of interest on public deposits. This is com- 
posed almost entirely of the interest paid to the treasury by 
banks serving as depositaries of public funds. Prior to 
1913 no interest was required by the government from the 
banks having the custody of treasury funds. Since then the 
banks have been required to pay interest at the rate of 2 per 
cent. This requirement it will be seen brings into the treas- 
ury nearly five million dollars annually. In certain of the 
earlier years the government has profited not a little from 
its ability to purchase its own securities for sinking fund 
purposes at a discount. The item of interest on farm loan 
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bank bonds was in early years of some importance. These 
bonds have, however, been completely disposed of, with the 
result that no income is now received from this source. A 
matter of no little interest is the fact that two of the cor- 
porations set up for the more effective prosecution of the 
war, the Sugar Equalization Board and the War Finance 
Corporation, proved in their operation to be highly remuner- 
ative enterprises to the government. The Sugar Equaliza- 
tion Board, as brought out by this statement, turned into the 


Exchange, Classified by Sotjbce 


1925 

1026 

1927 

1928 

1929 

1930 

$160,389,977.94 
34,726,77 i 
4,443,624,58 
40,067.85 1 
786,000.03 

$159,361,588,98 

17,811,46 

3,648,139.22 

299,950.84 

591,248.57 

$160,389,599.90 

20,022,726.38 

670,060.92 

371,889.66 

416,800.07 

6,370,621.39 

$161,085,345.99 

10,437,164.82 

$160,340,908.23 

3,376,799.68 

$141,931,519.26 

3,412,866.48 

609,467.19 

317,352.16 

982,135.02 

786,966.19 

241,897.99 

1,171,576.80 

206,168.82 



64,352,768.79 

700,000.00 

1 


350,000.00 

350,000.00 

350,000.00 

121,331.31 

700,000.00 

700,000.00 




i 


28,000.00 

195.43 1 
120,682.29 
4,605,682.36 
519,664.75 

is, 500, 00 

75.06 
194,161.69 
4,530,081.48 
24,418.98 i 

9,522.46 

28.34 

44,551.39 

4,707,706.55 

1,707,196.24 

i5,827.87 

7,049.24 

t 134,725.67 

137,851.24 

4,855,434.17 

7,009.40 

26,983.20 

143,976.14 

83,450.63 

3,423,681.74 

920.20 

680,697.29 

871,456.64 

80,44^26 

3,623,529.89 

459.38 

5,469,401.35 

747,340.30 

779,803.21 

84,29^48 1 


$171,997,315.19 

$169,115,272.76 

$195,300,597.67 

$179,318,547.20 

$234,866,496.62 

$157,468,035.06 


treasury the large sum of $37,352,756.41 over and above 
the $5,000,000 representing the surrender and cancelation 
of its capital stock purchased by the treasury, and the War 
Finance Corporation, after returning to the treasury the 
full amount of its capital stock, turned in an additional sum 
of $64,362,768.79. 

Fines and Penalties (Including Costs). The statement of 
federal income, classified by sources, shows that in the 
neighborhood of $10,000,000 is derived from fines and penal- 
ties. The great bulk of this income is derived from a com- 
paratively few classes of fines and penalties, of which Judi- 
cial, Customs, and National Prohibition Act are much the 
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most important. The precise amounts received from each of 
the more important items are shown by Table 11. 

Fees. The class, Fees, covers a large number of separate 
items. The income derived from many of these items is com- 
paratively small. That represented by other items, however, 

11. Fines and Penalties (Including 



1921 

1922 

1 1923 

1924 

1. Judicial 

2. Customs 

$3,509,835.69 

1,173,285.63 

$3,795,107.43 

1,032,639.34 

$5,190,490.62 

621,895.66 

$1,327,426.11 

947,231,88 

6,507,062.12 





5. Immigration 

(i. Labor collections 

7. Commerce violating traffic regulations. 

8 . Navy fines and penalties 

9. Other 

9,866.66 

328,643.78 

3 , 266.66 

254,071.31 

10,025.00 

194,188.13 

45,100.00 

399,631.66 

1,541,288.96 

17,080.63 

6,913,041,86 1 
2,102.42 1 

2,925,493,82 

1,311.19 

818,474.43 

877,11 

Total 

86,579,934.69 

$12,000,162.36 

$8,943,404.41 

810,045,803,31 


12. Fees, 



1921 

1922 

1923 

1924 

1. Judicial 

2. Consuiar 

3. Passport 

4. Patent...... 

5. Copyright. 

6 . Naturalisation 

7. Land Office 

8 . Navigation 

9. Board of Tax Appeals ! 

10. Warehouse Act : 

11. Alaska game laws 

12. Ccrafymg railroad tariila i 

8872,840.82 

5,677,017.65 

1,172,705.64 

2,696,502.46 

133,687.85 

912,601.16 

1,731,022.44 

305,004.84 

81,337,830.28 

6,712,979.11 

1,265,202.03 

2,875,013.15 

137,412.75 

657,190.00 

1,131,346.36 

239,432.57 

$1,446,815.63 

6,663,667.07 

1,038,597,69 

3,031,276.53 

149,247.88 

654,662.60 

836,229.48 

258,782,13 

81,711,337.42 
6,879,390,34 
1,235,298.39 
2,998,683.02 
164,582.85 
481,033.80 
681,205,92 
258, 796. M 



3,642.40 

6 , 2 Ui.«) 



3,679.05 

4,280.34 

5,970.80 

6,763,54 

13. Commissions on telephone pay sta- 
tions — ^Publin buildings 1 

14. Immigration registration 





15. Copying 

31,274.00 

178,877.28 

32,020.94 

175,087.77 

28,831.06 
227,453,54 | 

86,196.54 

68,346.76 

16. Other 

Total 

813,716,113.19 

$14,557,795.30 

814,344.077.70 

$14,577,850.32 



runs into hundreds of thousands or millions of dollars. Re- 
ceipts from certain classes of fees have a special interest 
due to the fact that in not a few cases they are sufficient in 
amount to defray a large part, or the whole, of the expenses 
of conducting the services collecting them. The annual 
reports of the Commissioner of Patents have for years 
pointed out that the fees collected in connection with the 
operation of the Patent Office have exceeded the expenses in- 
volved in operating that service and that the service has, 
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therefore^ been more than self-supporting. The consular and 
passport fees collected by the State Department almost meet 
the entire expenses of operating that Department, includ- 
ing the maintenance of its field establishments, the Diplo- 
matic and Consular branches of the Foreign Service. Copy- 


Cost), Classifiei) bt Kind 


1925 

1926 

1927 

1928 

1929 

1930 

11,379,868.19 

1,275,820.61 

5,359,672.89 

100.00 

9,600.00 

584,118.92 

$1,599,218.14 

1,429,792.67 

5,230,147.12 

125.20 

1,500.00 

637,749.09 

$1,357,402.53 

1,589,714.30 

4,298,198.21 

$2,186,865.38 

2,562,875.21 

3,961,630.28 

2,050.26 

86,158.80 

121,621.58 

52,093.82 

863,452,99 

3,241.12 

$525,860.11 

2, 356, 785,. 56 
4,364,136.50 
1,277.10 

$626,102.04 
2,246,658.66 
4,201,775.22 
3,255 23 

18,700.00 

418,827.05 

169,594.02 

48,799.21 

675,005.73 

1,221.82 

336,94,3.26 

62,822.88 

3,435,819.29 

19,695.53 

i ,-4 i 9,648.77 

2,486.13 

1,236,267.37 

971,16 

846,661.29 

21,095.65 

$10,030,721.61 

810,135,761.36 

$8,549,699.03 

$9,839,889.44 

$8,132,680.05 

$10,893,072.11 


Classified by Kind 


1926 

1926 

1927 

1 

1928 

1929 

1980 

$1,457,287,74 

$1,662,380.83 

$1,687,807.58 

$1,744,795.41 

$1,739,325.05 

$1,771,649.50 

6,053,452.80 

7,112,202.59 

7,198,257.98 

6,695,663.17 

6,805,918.52 

6,834,793.60 

1,394,802.73 

1,512,480.09 

1,588,104.27 

1,700,030.00 

1,846,028.00 

1,938,282.00 

2,962,653.29 

3,421,404.17 

3,462,627.12 

3,683,216.36 

3,696,925.87 

4,023,728.52 

166,364.00 

177,645.25 

183,712.11 

192,262.15 

979,070.50 

308,825.00 

331,281.00 

993,783,50 

477,650.00 

944,955.50 

907,483.00 

1,936,820.32 

566,877.16 

439,004.80 

493,194.99 

464,461.63 

461,215.91 

413,927,80 

314,098.50 

356,511.37 

345,496.44 

265,640.20 

248,846.41 

236,322.72 

89,340.00 

127,259.30 

101,109.20 

59,218.05 

47,670.55 

4,478.00 

5,709.00 

5,856.00 

4,557.00 

7,145.60 

6,598.00 

2,905.00 

3,468.51 

24,140.19 

28,121.36 

26,476.54 

30,124.05 

7,122.02 

8,199.74 

9,769.05 

13,739.08 

17,012.90 

19,857.48 


8,320.68 

16,870.20 

55,892.03 

49,253.38 

57,225.72 

145,787.32 

27,503,77 

30,422.44 

28,514.33 

33,493.59 

47,301.06 

46,995.95 

219,289.20 

274,498.18 

320,019.87 

162,439.45 

364,191.98 

675,196.13 

$14,169,647.71 

$15,579,249.65 

$18,430,584.93 

$16,024,491.10 1 

$15,585,167.75 

$17,516,260.66 


right fees also more than support the maintenance of the 
Copyright Office, which is a subdivision of the Library of 
CongTess. In the same way judicial fees, including costs, 
taken in connection with receipts from fines and penalties, 
make a substantial contribution toward the expenses of 
maintaining the system of federal courts. 

Table 12 shows the income derived by the government 
from the more important of these classes of fees and from 
all fees combined. 
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It would be improper to leave this showing without call- 
ing attention to the difficulty that is involved in deciding 
whether certain items of income should be included under 
Fees or under the heading of Sale of Services. It would, for 
example, be possible to take the position that the fees paid 
to the Patent Office and the Copyright Office were payments 
made for services rendered by those offices and to include 
them under Sale of Services. In deciding these questions 
the manner in which these payments have been classified 
by the government has in general been followed. Should 
one desire to know the total taken in by the government for 


13. Pekmits, Privileges, and 



1921 

1922 

1923 

1924 

1. Alaska Fund 

2. Fisbing and hunting 

$174,329.90 

3,201.00 

$130,053.10 

1,603.00 

$183,349.95 

2,299.00 

216,00 

$184,663.24 

2,979.00 

438.00 

4. Immigration Service: Permits to re- 
enter the U. S 



5. Business concessions 

6. Licenses under Sec. 10, Trading with 

the Enemy Act 

iho.os 

1,611.00 

718.00 

785.60 

7. Excess profits on licenses, U. S. Food 
Administration 

7,078,988.65 




Total 




$7,258,836.50 

$139,267.10 

$186,582.95 

$188,755.74 


5 Other than public domain. 


services performed, broadly considered, it would be neces- 
sary, therefore, to combine the totals given under the two 
heads. 

Permits, Privileges, and Licenses. The income class, Per- 
mits, Privileges, and Licenses, is of relatively little impor- 
tance, but being a distinct class it is desirable that it should 
be distinguished from the other classes. The income derived 
from this class of receipts is shown by Table 13. 

It will be seen from this statement that the only items of 
any considerable importance are those designated “Alaska 
Fund” and “Immigration Service: Permits to reenter the 
United States.” 

Sale of Products and Sale of Services. The iiicoiue derived 
by the government from the sixth, seventh, eighth, and 
ninth classes (Forfeitures, Assessments, Reimbursements, 
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and Gifts and Contributions), is not sufficient in amount or 
of a character to require any further special analysis in this 
place. 

Not a little interest, however, attaches to the sums taken 
in by the various services of the government in return for 
articles produced by them as a feature of their activities and 
services rendered. Table 14 shows the sums received from 
the more important sources falling under these two heads. 
In considering this statement account should be taken of 
the difficulty already mentioned of distinguishing between 
the payments that should be classified under this head and 


Licenses, Classified by Kind^ 


1925 

1926 

1927 

1928 

1929 

1930 

$196,293.36 

2,635.00 

354.60 

90,639.12 

1,063.25 

$186,603.95 

50.00 

465.00 

323,299.33 

999.54 

$238,094.62 

2,842.78 

415.00 

366,076.41 

1,164.35 

$153,688.27 

86.00 

442.00 

393,668.88 

1,092.50 

18,082.30 

$250,636.01 

12,508.76 

410.00 

303,703.62 

67,973.75 

$220,589.68 

12,973.02 

1,338.34 

321,450.86 

100,142.38 












$296,985.33 

8511,417.82 

$608,593.10 

$567,059.95 

$695,232.14 

$666,494.27 


that of fees. Several appear under the latter head that 
might with propriety be treated as income derived from sale 
of services. On the whole, it has been thought best to follow 
the classification used by the government. 

From this statement it will be seen that the government 
has a yearly income of from six to eight million dollars 
from the two sources indicated. Receipts from sales of 
publications represent almost entirely the money taken in 
by the Superintendent of Documents of the Government 
Printing Office. Though the government makes a wide gra- 
tuitous distribution of its reports, this office is, nevertheless, 
authorized to sell, at cost, back as well as current stock of 
government publications. A real service is rendered to the 
public by this office. 

Navigation charts are prepared by the XJ. S. Coast and 
Geodetic Survey and by the Hydrographic Office of the 
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Navy. These charts are sold at cost to the merchant marine 
and, as will be seen, produce a considerable income. 

The Library of Congress, as an incident to printing index 
cards for its own use sells these cards to other libraries, an 
operation which brings in over |200,000 a year. 


14 , Sales oi!' Products A^f0 



1921 

1922 

1923 

1924 

1. Sale of Products 

1. Publications 

2. Maps 

3. Charts 

4. Card indexes 

5. Printed forms 

6. Agricultural products 

7. Sealskins and oil 

8. Pox skins : 

9. Skins, hides, and wool, unclassified 

10. Heindeer (Alaska) 

11. Occupational therapy products 

$8,644.07 

1 1,024,886.81 1 

1 532.37 

1,169.43 

$4;6i6’.9i" 

221,127.88 

71,870.99 

S4.773.08 

238,012.79 

162,432.97 

$152,861.26 

15.68 

07,888.88 

149,130,32 

4,946.76 

6,062.57 

110,958.09 

2,959.25 

i, 434, 00 
6,726,68 
160,350.41 
23,260.35 

7,00 

6,576.85 

166,507,37 

17,457.95 

13. Subsistence, meals, rations, oto 

59.82 


15. Electric current and water (Chiefly 





Ifi. Other 

Total Sale of Products 

2. Sale of Services 

1. Inspection of food products 

2. Fumigating and disinfecting 

3. Fumigating and disinfecting (Quar- 

antine service) 

4x Tift.nnflry nriH dry clfifiTiiTig. , 

1,044,682.91 

23,810,420.10 

12,813,406.86 

4,233,086.52 

2,079,975.41 

24,110,995.21 

13,415,402.14 

4,916,498.25 

97,352.00 • 

110,126.86 

129,166.78 

1,069.50 

483,220.19 

144,554.20 

55,372.00 

590,244.13 

160,691.30 

60,878.60 

571,2^3.07 

1,269,056.38 

314,074.60 

224,936.91 

60,237.96 

41,832.15 

638, 925. 215 

5. Radio service: Army and Navy 

6. Telegraph and telephone 

7. Surveying 

S. Transportation: Army transport and 

tank lines 

9. Other 

Total Sale of Services 

TOTAt bale op products AND 
SERVICKS 

668,43^15 

207,857.86 

6,727.55 

45,719.57 

1,249,449.14 

369,806.62 

202,600.28 

5,851.43 

4,937.07 

1,998,750.53 

339,775.22 

222,237.94 

44,320,82 

17,702.09 

1,979,159.12 

2,384,666.13 

3,195,402.40 

3,393,461.58 

3,348,430 10 

i *4,464,640.54 

827,306,397.61 

$10,808,863.72 

2S,20;i,934 41 


' Other than public doaiaia. 


The sale of seal skins and oil also produces a steady income 
to the government. The receipt from the sale of electric 
current and water is due largely to the sale of electric cur- 
rent generated at Muscle Shoals. When a definite plan for 
the lease or operation of this undertaking is adopted, a very 
much larger income than this will undoubtedly be produced. 

The comparatively large item of over a million dollars 
received from laundry and dry cleaning is due almost wholly 
to the laundry and dry cleaning plants operated by the War 
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Department at its various army posts and by the Veterans’ 
Administration. 

Under the law the Quarantine Service of the Public 
Health Service is authorized to charge for its services in 
fumigating or disinfecting vessels, an operation which as is 


SF.RVICIilS, CljABSlFIlOD BY KiND' 


1925 

1926 

1927 

1928 

1929 

1930 

§199,247.24 

171.20 

75,062.75 

139,238.21 

11,494.10 

5,883.13 

208,367.78 

128,045.06 

13,900.24 

38.75 

8371. 945. 41 
16.80 
02,394.59 
143,519.68 
10,113.15 

8262,616.14 
183.40 1 

36,147.82 
190,751.30 
2.90 1 

$301,865.58 

45,457.90 

43,676.43 

195,083.32 

166.19 

$159,716.33 

86,971.19 

45,388.10 

193,846.15 

$408,332.09 

48,134.64 

60,838.18 

247,672.05 

57,960.79 

161,020.71 

16,667.66 

33,378.63 

275.37 

65,497.86 
259,996.45 i 
21,008.08 
30,449.16 

62,969.05 

378,885.78 

24,607.32 

27,447.40 

69,920.23 

287,833,01 

62,697,41 

17,947.30 

80,55^27 

240,777.92 

32,029.80 

49,167.83 

4,400.63 

577,498.09 

19,426.10 

40.00 

2,690.97 

846,051.27 

107,720.48 

978.00 

1,454.40 

310,430.68 

23,666.87 

757.66 

297,915.26 

17,740.80 

64,666.16 

383,409.41 

20,342.97 

87,302.32 

416,359.66 

2,710,494.98 

110,694.02 

297,664.89 

18,668.80 

41,114.22 


1,035,272.01 

3,167,997.35 

1,216,315.97 

2,857,552.08 

630,926.85 

5.465,062.84 

4.793,550.66 

3,691,066.59 

6,847,576.08 

6,108,322.07 

5,405,474.42 

5,370,340.74 

4,606,785.22 

4,863.830.15 

177,864.48 

73,961.50 

205,521.54 

73,610.50 

227,360.40 

78,118.00 

233,865.29 

53,008.00 

243,382.31 

70,223.00 

235,447.79 

87,664.60 

633,703.75 

2,577,973.40 

250,029.70 

244,889.10 

8,934.39 

623,768.17 

2,578,654.28 

200,014.32 

286,906.65 

6,606.42 

642.232.63 
1,353,451.99 

149,992.88 

238.360.63 
7,476.65 

537,333.44 

1,360,437.89 

123,256.47 

301,641.50 

4,933.33 

559,612,47 

1,339,573,51 

101,200.00 

34,239.21 

16,979.73 

566,748.98 

1,347,162.37 

111,498.34 

333,667.59 

8,092.89 

4,345.27 

743,677.24 

9,429.99 

387,595.51 

13,007.07 

321,839.29 

45,087.93 

246,120.71 

i 11,928.13 

216,783.24 

8,564.59 

622,995.71 

4,715,378.92 

4,372,107.38 

3,031,839.54 

2,901,684.56 

2,593,921.60 

1 3,231,842.76 

$11,562,955.00 

810,480,429.45 

88,437,313.96 

$8,272,025.30 

$7,200,706.82 

18,095,672.01 


seen brings in over half a million dollars a year. The Navy 
operates a radio service as an aid to controlling the opera- 
tions of its own fleet. It is permitted, however, to render 
service to others on the payment of a reasonable charge, 
something" over $100,000 being received in this way. In 
like manner the War Department operates a telegraph line 
running to Alaska which may be used by the public. The 
item shown under the head of telephone and telegraph repre- 
sents largely the receipts from the operation of this line. 
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The Public Domain. As is well known the national govern- 
ment possesses a public domain vast in extent and of almost 
incalculable value. This domain consists chiefly of the bal- 
ance of public lands constituting the remainder of a great 
heritage now under the administration of the General Land 
Office ; the national forests under the administration of the 
Forest Service ; and the national parks and national monii- 


15. Public Domain Revenues, 



1921 

1922 

1923 

1024 

1. Forest Service 

2. National parks 

3. National monuments 

$4,426,148.00 

384,276.18 

34.00 

$5,051,444.30 

378.620,03 

34.00 

$5,342,844.61 

516,526.86 

113.00 

$5,251,198,22 

661,377.06 

22.33 

6. Mineral leasing acts 

6. Coal mine leases 

7. Oil and ga.«? rnyaltlp.*? 

9,725,716.24 

16,559.01 

8,337,230.58 

8,871.72 

8,825,655.60 

4,599.85 

12,619,155.66 

e,082..56 

8. Potash royalties and rentals 

9. Federal Water Power Act, Licenses. , . . 

10. Power permits, Genera! Land Office. . . 

11. Other 

Total 

1291.36 

12,353.19 

79.278.36 

2,825.54 

8,962.22 

11,871.28 

68,733.32 

1,958.46 

29,620.58 

18,707.31 

32,621.52 

3,792.61 

53.713.42 
0,110.61 

53.078.43 

$14,647,656.28 

$13,868,593.59 

$14,772,550.70 

$18,847,541.2.5 


‘ Exoludicg sales of public lands. 


ments under the administration of the National Park Ser- 
vice. Included in this domain are many valuable mineral 
deposits of petroleum, coal, potash, and the like. 

Increasing efforts have been made during recent years to 
administer this public domain, except that part which is 
dedicated to the public use, as in the case of the national 
parks and national monuments, so as to produce an income. 
At the time of the establishment of the Bureau of Forestry 
it was hoped that receipts from the sale of timber and from 
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grazing permits would more than pay the cost of administra- 
tion and produce a net income to the government. This 
expectation has not been realized, largely due to the heavy 
expenditures by the Forest Service in the field of research 
and in the protection of private as well as public forests 
from fire, and in the making of necessary capital outlays in 
the way of roads and trails within the forests. 


Cl-ASSIFIED BY KlND^ 


1925 

1926 

1927 

1928 

1929 

1030 

$4,999,436.04 

699,299.22 

65.50 

85,148,542.04 

797,446.35 

3,773.00 

15,167,270.40 

669,927.56 

31,365.00 

10,905,424.59 

6,670,285.89 

2,145.09 

341,880.95 

3,634.21 

286,718.82 

17,484,25 

33,941.49 

85,458,715.35 

744,135.10 

66.308.00 

4,886,510.43 

4,673,827.55 

3,827.74 

66.877.96 
7,425.68 

307,040.30 

42,842.61 

16.168.96 

$6,231,288.82 

717,996.30 

86,749,534.84 

837,330.51 

2,261,176.70 

3,706,463.32 

6,612.64 

260,871.89 

11,448.76 

347,466.81 

12,280.66 

83,537.74 

1,660,266.12 

4,733,529.23 

5,713.63 

80,241.39 

13,766.76 

476,818.08 

34,844.47 

54,888.11 

9, 192,160.14 
3,076.17 

8,477,539.02 

2,392.79 

5,216.52 

129,448.48 

9,581.66 

8,938.35 

5,791.94 
244,985,11 
12,918.39 1 
61,164.58 

115,047,222.07 

1 

$14,754,553.22 

824,130,078.25 

810,263,679.58 

813,639,142,03 

$14,546,933.09 


There can be no question, however, that it is desirable 
that unceasing efforts should be made to make this domain 
a source of revenue sufficient in amount at least to meet all 
expenditures in caring for it and ultimately to be productive 
of an income. It has been thought desirable, therefore, that 
an effort should be made to segregate and show in one place 
all receipts from the public domain. Table 15 shows the 
result of this effort. In presenting the data, however, only 
the main classes of receipts have been separately indicated. 


CHAPTER VIII 


FEDERAL NON-REVENUE CLASSIFIED BY 
SOURCES 

It has been brought out in the operating statement, Table 
5, that the national government receives a large income from 

16. Fedkral Non-E;even'ur, 



1021 

1922 

1923 

1924 






2. Realization Upon Treasury Assets 

1. Foreign government obligations, . . . 

2. Germany: Cost of army occupation. 

3. Germany: Reparations 

4. Railroad companies: Obligations^ . 





383,678,223.38 

349,114,107.46 

331,656,907.64 

$61,069,895.13 

11,154,467.22 

4,403,655.52 

162,446,269.08 

344,663.88 

44,589,382.43 

(~) 2,694. i4 
94,430,854.82 


100,000,000.00 

25,000,000.00 






8. U. S. Housing Corporation 

9. Hoboken Maimfacturera Railroad 

97,032.33 

86,789.47 

1,561,975.93 

713,628.37 

10. Federal Land Banks: Stock 

11. Federal Land Banks: Bonds 

954,835.00 

1,057,836.66 

44,400,000.00 

631,967.90 

4,302.22 

2,556,775.00 

36,750,000.00 

1,389,466.84 

131,839.67 

1,100,576.00 

12. Farmers' seed and feed loans 

13. Other.. 

Total Realization Upon Treas- 
ury Assets 

3. Saleofpublie domain 

4. Sale of othei' land, buildings, and equip- 

ment 

6. .Sale of war supplies 

Total 

4,817.83 

226,702.79 

15,761.50 

195,889,375.76 

287,144.022.25 

. 118,981,001.39 

157,554,518.47 

1,908,691.87 

995,238.17 i 

1,308,613.14 

. 1.707.115.30 

1,278,063.85 

565,097.74 

4,475,057.82 

289,039.86 

183,033,740.79 

89,352,497.01 

78,052,230.24 

44.578,126.22 

3383,009,872.27 

$378,057,755.17 

$202,817,511.59 

$204,129,399.85 


* Sfit* conuneiit on page 00. 


sources not constituting revenue, properly speaking. It is 
of interest to determine the sources from which this non- 
revenue is derived. This is done in Table 16. 

The primary classification here employed is the five-fold 
one into: (1) Borrowings, (2) Realization upon Treasury 
Assets, (3) Sale of Public Domain, (4) Sale of other Public 
Land, Buildings, and Equipment, and (5) Sale of War 
Supplies. 

Provision is made for the item, Borrowing, although dur- 
ing the period covered no debt was incurred. There were, 
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of course, large debt operations during this period in the 
way of the issue of securities for the refunding of maturing 
obligations which were not retired through the operations 
of the sinking fund or the application of surplus money 
standing to the credit of the General Fund balance. As the 
net result of these operations was in each year a reduction 
of debt, no resort was had to borrowings to meet the non- 
debt financial obligations of the government. 

In this connection it is a matter of no little interest to 


C1.ASSIFIED BY Source 


1925 

1926 

1927 

1928 

1929 

1930 













$23,247,699.07 

$34,068,689.17 

$45,845,438.43 

8,919,849.17 

$47,921,929.35 

$38,948,651.13 

$97,634,287.76 

14,725,154.40 

168,215,362.13 

499,000,000.00 


13,637,866.07 

154,374,520.57 

13.498.356.38 

11.913.266.39 
990,000.00 

10,154,350.51 

8,113,475.47 

i 35,615,280.38 

69.708,400.42 



116.419.98 




5,000,000.00 

843,945.51 



1,614,301.10 

353,992.77 

65.36 

425,000.00 

286,308.00 





472,455.00 

13,000,000.00 

286,062.21 

31,516.57 

332,605.00 
28,410,000.00 
85,607*. 60 
16,802.28 

338,432.00 

60,495,000.00 

37,018.00 

14,118.33 

172,671.25 

90,609.50 

36,323.23 


4,371,068.98 

378,569.48 

112,491.40 

13,848.16 

710,592,629.48 

99,782,977,20 

191,202,201.86 

216,909,923.96 

65,536,782.31 

120,742,261.70 

1,454,688.36 

1,556,856.26 

1,335,547.91 

967,475.59 

1,242,680.65 

1,210,945.98 

616,741.29 

6,246,792.05 

3,841,431.82 

3,005,240.67 

5,659,095.40 

3,838,013.41 

16,256,346.79 

13,838,534.20 

8,686,835.90 

2,967,648.24 

2,981,334.63 

1,983,119.30 

$728,920,405.92 

$121,425,159.71 

$205,066,017.49 

$223,850,288.36 

$75,319,892.89 

$127,774,340.39 


point out how the national government, in marked contrast 
with the policy pursued by many if not most of the states 
and cities, has adopted the “pay-as-you-go” plan in respect 
to capital outlays. It has, with few exceptions, been the 
policy of the national government to meet all of its financial 
requirements for capital outlays as well as for current ex- 
penses out of current income; this, notwithstanding the fact 
that it makes very large expenditures for public works and 
even such large projects as Muscle Shoals, the Hoover 
Dam, and the Mississippi River control. Even in respect to 
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the ilon-recurring capital outlays represented by the con- 
struction of the Panama Canal, the expense involved was to 
a very large extent met out of current income and only to 
a relatively small extent through the issue of bonds. 

As is pointed out in our consideration of the financial 
condition of the goveimment, the national government, 
largely as a result of operations growing out of the war, 
acquired assets in the form of interest-bearing securities 
amounting in the aggregate to over ten billions of dollars. 
These assets are termed “treasury assets” in order to dis- 
tinguish them from the other assets of the government in 
the form of fixed property and the like. These assets not 
only produce an important revenue income in the form of 
interest but they also have been steadily realized upon 
through sale or through redemption by the debtors. It is a 
matter of considerable interest to note the character of the 
assets that have thus been disposed of. 

The non-revenue income derived from sale of public 
domain it is thought is of sufficient interest to be shown 
separately. The same is true of the non-revenue income 
derived from the sale of the vast accumulation of war sup- 
plies acquired for the prosecution of the late war. 

Turning now to an examination of this statement it will 
be seen that much the most important items figuring in it 
are Realization upon Treasury Assets and Sale of War 
Supplies. Receipts from the latter item, which were large 
in the first two or three years, have naturally tended to de- 
cline, until in 1930 they amounted to not quite two million 
and will probably amount to a constantly diminishing sum 
during the next few years. The income from the sale of 
treasury assets has been large throughout the period. The 
assets in the form of interest-bearing securities acquired by 
the government are, however, by no means limited to those 
given by these governments as evidence of their indebted- 
ness. Hundreds of millions of dollars were advanced to the 
railroads. For these advances the railroads gave the gov- 
ernment their bonds bearing for the most part 6 per cent 
interest. Discretion was vested in the Secretary of the 
Treasury to sell these bonds to the public whenever this 
could be done advantageously or to accept repayment by the 
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railroads whenever they were in a position to do so through 
the issue of other securities at a lower rate or the applica- 
tion of funds otherwise secured. This class of securities 
has now been largely realized upon, and no very important 
income from it will accrue in future years. 

It will be noted that during the ten-year period covered 
by the statement important sums were realized upon the 
liquidation of the assets of corporations set up as a feature 
of our war operations. Large sums were, for example, 
turned over to the War Finance Corporation to be used by it 
in making loans that would assist in the prosecution of the 
war. In 1925 this corporation was practically liquidated 
and it returned to the General Fund of the treasury the 
large sum of $499,000,000. In 1921 and 1922 the operations 
of the United States Grain Corporation were likewise prac- 
tically liquidated with the result that it returned to the 
general treasury the sum of $100,000,000 in 1921 and 
$26,000,000 in 1922. 

As has been pointed out, the national government in pro- 
viding for the organization of a system of Federal Land 
banks to minister to the credit needs of the agricultural 
classes, assisted in the financing of these institutions 
through the purchase of their stocks and bonds. The invest- 
ments thus made have been steadily liquidated during this 
period, with the result that the government has received a 
large income from the realization upon these assets. 

Other items appearing under the heading of realization 
upon treasury assets by sources are self-explanatory and 
need little comment. In conclusion, it may be pointed out 
that many of these items which have been of importance 
during the ten-year period covered will be of relatively little 
importance in the future, the only really important item for 
the future being the payment by foreign governments of 
their obligations in accordance with the refunding arrange- 
ments made with them and the amortization by Germany 
of the sums due the United States in accordance with the 
two items of army costs of occupation and reparations. A 
final settlement of the amount due and the annual payments 
to be made in accordance therewith was made and approved 
by act of Congress in 1930. 


CHAPTER IX 


FEDERAL INCOME CLASSIFIED BY 
ORGANIZATION UNITS 

Data regarding the sources from which the government 
derives its income represent only part of the information 
that it is desirable to have regarding this feature of the 
government’s financial operations. Ail, or practically all, 
government services produce a certain income, even if it is 
derived from no other source than that of the sale of sur- 
plus property no longer needed. A very considerable num- 
ber of services, however, produce an important income 
which at times equals, if it does not exceed, the total cost 
of their maintenance and operation. As has already been 
pointed out, the Patent Office, for example, takes in an 
income in the form of fees to an amount exceeding its entire 
cost of operation, and the same is largely true of the State 
Department, which receives, in the way of passport and 
consular fees, a sum that goes a long way toward meeting 
the total cost of its operation, including the maintenance of 
its field establishment, the Foreign Service. The courts also 
produce a sum running into the millions of dollars in the 
form of fees, fines, and penalties, while many other services 
receive large sums from the sale of their products or ser- 
vices. These receipts may be deemed to be in the nature of 
offsets against the cost of operating the services producing 
them. It is a matter of no little interest, therefore, to know 
the amounts received in this way and the sources from which 
they are derived, both as furnishing essential information 
regarding their operations and as making it possible to de- 
termine the net, as distinguished from the gross, cost of 
maintaining and operating the several services of the gov- 
ernment. With information of this kind available it would 
be possible to prepare for each of the several services of 
the government a statement corresponding to the statement 
104 
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of operations of a private undertaking, that is, one that 
would show in a summary way both receipts and expendi- 
tures, and by a balancing of one against the other reveal 
the net results from a financial standpoint of operations. 

Unfortunately, the government has not kept its income 
accounts in such a way as to permit of the preparation of 
such statements in so far as the individual bureaus and 
other agencies of the government are concerned. In record- 
ing receipts and indicating the services responsible for 
them, the farthest that the government has gone, in many 
cases, is to indicate the departments and independent estab- 
lishments from which these receipts were derived. All that 
can be done here, is to present an analysis or classification 
of federal income by the grand organization units of depart- 
ments and independent establishments. In the statement 
that follows, Table 17, there is given the total income of the 
government, regardless of the source from whence derived, 
classified by the grand branches of the government and, for 
the administrative branch, further classified by departments 
and independent establishments. 

This statement, as will be seen, gives only the total income 
taken in by the several branches and administrative depart- 
ments and establishments, without indicating the character 
of the income, that is, whether revenue or non-revenue, or 
the sources from which each of such classes of income is 
derived. To furnish the latter data would require an addi- 
tional statement for each branch and administrative depart- 
ment and establishment. For present purposes, it is deemed 
sufficient to make such a showing, for illustrative purposes, 
for a single department, selection for this purpose being 
made of the Department of the Interior. This is done in 
Table 18. 

From this table it will be seen that the Department of the 
Interior produces by no means a negligible sum in the way 
of an income which goes that far toward offsetting the cost 
entailed by its maintenance and operation. Much the most 
important source of that income is the public domain. 
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17. Fkderai. Income, 



1921 

1922 

1923 

1924 

1. I^(?islativc Branch 

§5,289.92 

$9,778.59 

$3,844.30 

$3,411.83 

2. Jndiesal Brunch 

4,442,075.88 

5,213,018.41 

6,736,750.95 

8,786,869.13 

3. Esecntive Branch 

1,395.91 

163.69 



4. Administrative Branch 

1. Department of Agriculture 

1 2. Department of Commerce - 

3. Department of the Interior 

4. Department of Justice 

5. Department of Labor 

C. Navy Department 

4,779,156.27 

4.222,376.06 

14,702,034.72 

176,959.74 

7,111,693.18 

11,528,136.07 

7,649,485.03 

3,495,761.98 

11,512,786.40 

139,261.16 

3,661,509.46 

37,206,892.12 

8,780,311.45 
3,981,813.77 1 
12,089,682.04 
189,154.05 
5,356,892.07 
18,191,427.48 

8,. 528, 698. 88 
3,616,173.93 
16,565,435.01 
200,738.01 
6,872,519.07 
20,659,969.14 

8. State Department 

9. Treasury Department 

10. War Department 

11. Independent Establiahmente 

Total Administrative Branch 

OBASn TOTAL 

6,887,526.76 

5,203,978,131.84 

195,194.939.23 

12.792,228.38 

8,052,446.30 

3,878,803,577.97 

129,340,248.99 

3.836,067.26 

7,736,570.98 
3, 405, 3 16, 006., 55 
96,065,425.01 
3,123,123.81 

8,284,786.80 

3,534,651,078.32 

40,069,139.51 

2,959,873.20 

5,461,373,182.25 

4,083,697,036.67 

3,560,739,407.21 

3,643,008,411.87 

$5,465,821,943.90 

$4,088,919,997.36 

$3,667,480,062.46 

$3,651,798,692.83 


’ See Table 28. 


IS. Income, Depaetment op the Intbeior, 



1921 

1922 

1923 

1924 

. Revenues 





2. Interest, dividends, and exchange. . 

$247.08 



$12.32 




1,842,943.22 

3,201.00 

806.75 

$1,228,758.48 

1,603.00 

4,195.76 

$916,990.75 

2,299.00 

2,013.78 

763,080.25 

2,979.00 

3,718,88 

6. Permits, privileges, and licen.ses — 



525,639.31 

1,835.50 

101,624.65 

15,053.35 

80,783.71 

10,221,508.28 

290.392.78 

4.900.00 

102.249.79 

13.912.00 

57,349.35 

8,808,187.07 

326,679,40 

1,474.79 

60,794.27 

63,817.00 

10,813.05 

9, 400, 183. 00 

665,137.03 

4,204.19 

92,720,17 

70, 333., 55 

11,205.10 

13,342,029.01 


10. Sale of government property and 


12. Rent of public buildings, grounds. 

13. Ibiblie domain receipts. 

14. Mint receipts 

15. Other miscellaneous receipts not 
classified as to source 





Total: Revenues 





12,793,343.85 

10,517,548.23 

10,781.008.90 

14,850,080.10 

2. Non-Revenues 

1. Borrowings. 





; 2. Realization upon treasury assets. . . 





3. Sale of public domain 

4. Sale of other land, buildings, and 

equiiraent 

1,908,691.87 

995,238.17 

1,308,013.14 

1,707,115.30 

1,033.61 

5. Sale of war supplies 




Total; Non-Revfiuues.. ...... . 





1,908,691.87 

995,238.17 

1,308,613.14 

1,708,748.91 

Total: Income. 

$14,702,034.72 

$11,512,786.40 

$12,089,082.04 

$10,505,435.01 
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Classified by Organizatiol' Unit 


1925 

1926 

1927 



1928 

1929 

1930 

$7,318.84 

$8,271.91 

$3,163.81 

$4,474.77 

$2,318.02 

I $179,961.74 

8,287,664.23 

8,830,285.20 

7,588,467.80 

8,046,991.11 

7,464,562.63 

7,443,202.39 

17.71 

34.14 

20.26 

830.51 

433.29 

2,309.92 

8,041,581.85 

3,932,639.39 

12,377,364.85 

207,698.18 

5,319,218.98 

15,988,952.97 

7,874,890.14 
4,237,950.36 j 
11,835,577.05 
373,281.68 
4,826,202.43 
13,601,291.68 

7,532,064.86 

4,318,698.70 

10,350,326.41 

396,649.49 

5,335,133.96 

24,863,157.65 

7,802,945.21 

4,568,254.62 

8.596,881.48 

338,488.20 

6,148,749.39 

21,496,921.45 

8,836,792.42 

4,601,600.00 

8.774.867.13 
466,828.03 

4,661,435.32 

7.610.585.13 

13,878,421,84 

4,944,557.90 

10,579,102.48 

373,768.01 

5,746,003.22 

8,078,288.29 

7.698.786.33 
3,837,853,361.88 

39,600,802.18 

4.523.673.34 

8,920,886.75 

3,496,510,814.04 

28,392,868.36 

4,872,106.20 

9,478,052.02 

3,731,567,150.83 

26,558,903.74 

7,291,746.04 

8,546,172.76 

3,687,179,136.32 

30,666,750.45 

3,637,924.84 



7,933,095.45 
3,635,236,840.79 i 
24,264,618.54 
5,276,416.22 

7,885,867.91 

3,759,652,175.01 

20,964,092.24 

6,282,743.35 

3,935,644,129.95 

3,581,505,808.69 

3,827,691,883.70 

3,677,982,224.72 

3,707,662,069.03 

3,838,385,110.23 

$3,943,839,130.73 

$3,590,344,459.94 

83,835,283,535.67 

$3,686,034,521.11 

$3,716,129,382.97 

83,846,010,584.30 


Classified by Chaeacter and Source 


1925 

1926 

1927 

1928 

1929 

1930 








$330.00 




$0,307.03 





$704,384.17 

615,492.31 

$760,021.10 

$576,828.56 

$764,996.26 

720,340,71 

2,390.54 

9,901.50 

1,034.41 

1,758.19 

11,403.97 

10,911.40 

195,062.05 

345.00 

69,730.26 

14,467.86 

11,412.77 

9,918,337.55 

221,338.08 

37.58 

49,643.80 

9,647.68 

11,403.77 

9,361,026.07 

364,361.90 

7,036.31 

92,388.94 

9,095.55 

8,084.75 

7,770,664.44 

i,36i,i6i.54 

50,595.48 

78,178.53 

5,370.33 

3,905.76 

5,611,413.50 

1,748,872.70 

31,345.46 

100,885.47 

43,757.07 

23,398.03 

4,799,211.30 

877,680.72 

1,773,707.74 

152,421.09 

33,449.29 

30,512.53 

5,760,314.05 




1 









10,910,130.20 

10,278,720.79 

9,013,887.46 

7,629.209.89 i 

7,523,870.26 

9,365,644.56 



1 










1,454,688.36 

6,536,29 

1,656,850.26 

1,335,547.91 

891.04 

967,475.59 

196.00 

1,242,680.65 

8,300.22 

1,210,945.98 

2,511.94 








1,461,224.65 

1,556,856.26 

1,336,438.95 

967,671.59 

1,250,986.87 

1,213,457.92 

$12,377,35-1,85 

$11,835,577.05 

$10,350,326.41 

$8,596,881.48 

$3,774,857.13 

$10,679,102.48 
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To furnish the information that is really desirable, state- 
ments such as this should be prepared for the individual 
services going to make up the departments and should show 
net only the general classes of sources from which the in- 
come is derived but also the specific items going to make up 
the totals by general classes. 





CHAPTER X 


FEDERAL EXPENDITURES CLASSIFIED BY 
CHARACTER 

It will be remembered that in Part II, dealing with the 
Operating Statement, federal expenditures were carefully 
segregated from federal disbursements by eliminating pay- 
ments having to do with trust funds and the District of 
Columbia, and were then further broken down into expendi- 
tures representing Governmental Costs and those represent- 
ing Non-governmental Costs, the first of these items being 
still further classified into those denominated ‘^general” and 
those entailed by the conduct of “special business enter- 
prises.” 

Taking up the story from this point, it is desirable to make 
a still further analysis of the important facts regarding 
federal expenditures and governmental costs there brought 
out. This consists in distinguishing between that part of 
General Governmental Costs that is due to the Cost of 
Operating the Government Proper, that is, that which is 
entailed in operating the government as an administrative 
mechanism and in performing its varied activities other 
than the conduct of special business enterprises, and that 
part that represents Other Government Costs, that is, such 
costs as the payment of interest on the public debt, the pay- 
ment of pensions, the payment of moneys to other public 
bodies to aid them in meeting their obligations, and the like. 

The importance of making this distinction must be evident. 
It may well happen that, due to the greater liberality of the 
government in the way of granting pensions, grants in aid 
to the states, and the like, the total cost of government may 
be increasing, while, due to retrenchment in the scope of the 
operations of the government, or greater economy in the 
dispatch of business, the cost proper of operating the gov- 
ernment may be decreasing. Conversely, there may be an 
apparent decrease in the total cost of government due to a 
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reduction in the interest charges or the dwindling of the 
pension rolls while, on the other hand, the cost proper of 
operating the government may be increasing as the result of 
expansion of the scope of the activities of the government 
or a failure to use efficient methods of administration. 

An additional reason for segregating and showing sepa- 
rately the cost proper of operating the government, from 
that of other governmental costs, is that only as this is done 
is it possible to locate responsibility as between the legisla- 


19. Federal, ExpENDiTcrRES, 



im 

1922 

192,'{ 

1924 

1. Governmental Costs* 

1. General 

1. Cost of operating the government 

proper 

2. Other governmental costa 

Total General 

3. Special Business Enterprises 

Total Governmental Costs 

2. Non-Governmental Costs 

1. ReduotJon of debt 

2. Investments 

Total Non-Governmental Costs ^ 

i $1,534,039,419.47 
j 1,729,670,791.14 

$1,111,181,268.87 

1,868,763.545.36 

$9,54,211,396.68 

1,886,687,790.34 

$935,070,410.15 

1,711,413,493.36 

i 3,263,710,210.61 

2,979,944,812.22 

2,840,899,187.02 

2.646,483,912.51 

642,388,593.13 

184,939,635.64 

98,054,906.59 

45,335,870.66 

$3,906,098,803.74 

$3,164,884,447.86 

$2,938,954,003.61 

$2,691,819,783.17 

$422,113,000.00 

1 441,815,355.65 1 

$908,816,192.31 

46,719,424.12 

$613,674,342.95 

34,066,461.87 

$1,098,894,375.87 

25,361,002.14 

863,928,355.65 

955,535,616.43 

647,740,804.83 

1.124,255.378,01 

TOTAL MDEBAL ESMJNMTUBES , 

”$4^70,027,159.39 

$4,120,420,064.29 

1^586,694,898.43 

13,816,075, leuT 


‘ Includes Civil Service Retirement Fund transfers, all years. 


tive and administrative branches for economy and efficiency 
in the conduct of public affairs. A chief executive may de- 
serve great credit for the enforcement of rigid economy in 
the expenditure of public funds, while the results of his 
efforts may be more than counterbalanced by increased 
liberality on the part of the legislature in the way of the 
grant of pensions, financial aid to states, and otherwise. If 
only the total cost of government is shown, the results of the 
efforts of the chief executive are not revealed. 

In making this segregation it is necessary, in many cases, 
to analyze the expenditures of the individual operating 
services. The distinction must thus be made between the 
cost of operating the Bureau of Pensions and the money 
paid out by that service in the form of pensions ; the cost of 
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operating the Veterans’ Administration and the payments 
made by it for the relief or aid of veterans; the cost of 
operating the Federal Board for Vocational Education, and 
the payments made by it in the form of grants in aid to the 
states for vocational and other educational work, etc.; the 
cost of operating these several services constituting a part 
of the Cost of Operating the Government Proper, and the 
payments made by them constituting a part of Other Gov- 
ernmental Costs. 


Classified by Character 


1S26 

1926 

1927 

1928 

1929 

1930 

$868,291,748.00 

1,758,430,117,21 

$962,661,305.25 

1,694,148,080.81 

$995,214,215.45 

1,681,295,829.23 

$1,049,691,414.63 

1,666.916,595.99 

$1,149,565,245.92 
1,604,941,261.06 j 

$1,274,860,467.85 

1.571,672,762.42 

2,726,721,865.21 

2,656,809,386.06 

2,676,510,044,68 

2,716,608,010.62 

2,754,506,506.98 

2,846,523,220.27 

78,365,610.49 

48,913,718.75 

32,817,791.65 

45,248,123.41 

132,166,901.13 

98,067,135.26 

$2,805,087,376.70 

$2,706,723,104.81 

$2,709,327,836.33 

$2,761,856,134.03 

$2,886,673,408.11 j 

$2,944,590,365.53 

$734,619,101.59 

1,500,000.00 

$872,977,572.71 

$1,131,309,383.34 

3,500,000.00 

$907,613,730.42 

1,000,000.00 

$673,204,717.33 

31,447,685.12 

$746,778,652.67 

156,236,141.00 

738,119,101.59 

872,977,572.71 

1,134,809,383.34 

908,613,730,42 

704,652,402.46 

902,014,703.67 

$3,541,206,477.29 

$3,578,700,677.62 

$3,844,137,219.67 

$3, 670, 469, 864. 4i 

$3,591,325,810.56 

$3,846,605,149.20 


Making this distinction, it is possible to present a grand 
summary of federal expenditures under a number of highly 
significant categories. This is done in Table 19. 

' This statement is one of the most informative of all the 
statements given in this study. In it, the total expenditures 
of the national government are subjected to analysis for the 
purpose of showing their fundamental character in a way 
never previously attempted. Its importance can be appre- 
ciated by examining the analysis for any one year. Taking 
that for the last year shown, 1930, for example, it will be 
seen that while the total of federal expenditures for that 
year amounted to $3,846,605,149.20, only $2,944,590,355.53 
of this sum constituted Governmental Costs, the remainder, 
$902,014,793.67, being Non-Governmental Costs in the form 
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of $745,778,652.67, Reduction of Debt, and $156,236,141, 
Investments. Moreover, of this sum of $2,944,590,355.53 
constituting Governmental Costs, only $1,274,860,467.85 
went for the Cost of Operating the Government Proper. 
Other Governmental Costs, in the form of payments of in- 
terest on the public debt, pension payments, grants-in-aid 
to states and territories, etc., accounting for $1,571,672,- 



W77777P THER GOVERNMENTAL COSTS f M NVESTMENTS , 

Wini^$P£CIAL BUSINESS ENrERPR:l$ES 

7. Fedebal Expendltures 
(From Table 19) 

762.42 and the financing of the capital requirements and 
deficits of “special business enterprises”, for $98,067,135.26. 
Especially significant is the fact thus brought out that the 
class of expenditures represented by Other Governmental 
Costs exceeded by a considerable figure, $296,822,284.57, 
the entire “cost of operating the government proper,” and by 
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a still large figure, $198,755,149.81, the combined cost of 
operating the government proper and the financing of 
special business enterprises. 

As regards changes that have taken place during the ten- 
year period covered, attention has already been called, in 
our comments on the Operating Statement, to the favorable 
showing in respect to keeping down both the total of federal 
expenditures and the total of governmental costs, both of 
such totals being less in 1930 than the corresponding totals 
for 1921 and 1922. An almost equally favorable showing is 



of operating the government proper f ■ i sPEc/Ai business enterprises 

VT’/T/TA other governmental costs 

8. Governmental Costs 
(Prom Table 19) 

made in respect to the item, Cost of Operating the Govern- 
ment Proper. This cost, in 1921, was $1,534,039,419.47. 
It was steadily reduced during the ensuing three years, 
being but $1,111,181,266.87 in 1922, $954,211,396.68 in 
1928, and $935,070,419.15 in 1924. Beginning with 1925, 
however, there is apparent a tendency for this cost slowly to 
increase, the figure for 1930 being $1,274,850,467.85, a sum 
exceeding the low cost of 1924 by $339,780,048.70. The 
branches, departments, and bureaus of the government re- 
sponsible for this increase will be shown in the analysis of 
cost of operating the government proper by organization 
units, which will shortly be given. 
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A very material reduction has taken place during this 
period in the cost of financing special business enterprises, 
that cost being $642,388,593.13 in 1921, $184,939,635.64 in 
1922, and but $98,067,135.26 in 1930. The large cost In the 
first two years was primarily due to large deficits of the 
Railroad Administration and the Merchant Fleet Corpora- 
tion. These deficits became much less in succeeding years 
due to the progressive liquidation of these enterprises. The 
cost of all these enterprises together to the general treasury 
sank to the low figure of $32,817,791.65 in 1927. The In- 
crease In this item since that date has been wholly due to 
the marked increase in the postal deficit. 


CHAPTER XI 


COST OF OPERATING THE GOVERNMENT PROPER 
CLASSIFIED BY ORGANIZATION UNITS 

Up to the present time the method of consideration of gov- 
ernmental expenditures may be said to have partaken of a 
process of elimination, having for one of its objects the 
segregation from all other disbursements of those expendi- 
tures having for their purpose the maintenance and opera- 
tion of the government proper. Having derived this figure, 
it is now desirable to subject it to analysis to determine the 
items entering into it. Fully to bring out the facts that it is 
desirable to know, this analysis should be made from at least 
the following standpoints: organization units, functions or 
activities, and objects. Of these, much the most important 
is that of showing the cost of operating the government 
proper by organization units. 

For purposes of internal administration, this analysis 
should be pushed far enough to show the cost entailed in 
operating each distinct subdivision of a department or ser- 
vice. It is thus desirable to know not only the cost of main- 
taining and operating the Bureau of Lighthouses but also 
that of maintaining and operating each individual light- 
house. From the standpoint of the general public, how- 
ever, it is hardly necessary to carry this analysis further 
than that of the primary division of the department — ^the 
bureau, in the case of those departments comprehending a 
number of distinct services, and not much further than the 
department itself, in the case of those departments, such as 
State, Justice, and Post Office, which are of a unifiinctional 
character. Such an analysis is given in the tables that 
follow. 

In considering these tables certain features should be 
borne in mind. 

The first of these, as has already been pointed out, is that 
the cost therein indicated of operating the several services 
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includes all expenditures made by them in carrying on their 
activities, exclusive of payments such as those for pensions, 
graiits-in-aid, and the like, whether such expenditures are 
for current operation or capital outlay. The cost shown for 
the Bureau of Lighthouses, for example, includes not only 
the cost of operating the lighthouse establishment but also 
the cost of construction of all new lighthouses. It would, of 
course, be of great value to make the distinction between 
expense and outlay, as recognized in all proper commercial 
accounting, in stating the cost of each organization unit. 
Unfortunately, this cannot be done for these organization 
units taken individually, though it can be done for the gov- 
ernment as a whole. On May 11, 1922, the General Account- 
ing Office issued its Bulletin No. 1, directing all government 
services to keep their accounts so as to distinguish their 
expenditures according to character and objects as set forth 
in the Bulletin. This classification provided for the record- 
ing and reporting of all expenditures under the five main 
heads of : Current Expenses, Fixed Charges, Acquisition of 
Property, Payment of Debt, and Capital Outlay for Rights 
and Obligations, and for a further itemization of expendi- 
tures by a prescribed classification of “objects” and other 
significant heads. This classification is the one used in the 
budget in presenting the details of expenditures as support- 
ing data for appropriations recommended to be made. One 
of the general tables contained in the budget also gives the 
total expenditures of the government as a whole according 
to this classification. Prom it, one can thus determine, for 
the government as a whole, the proportion of expenditures 
going for “expense” and that for “outlay.” But the same 
information is not presented for the operating services 
individually.^ 

A second point to be noted is that the classification of 
organization units by branches of the government-— Legis- 
lative, judicial, executive, and administrative — departs in 
certain cases from that employed in the budget, appropria- 
tion acts, and financial reports, due to the fact that a logical 

^Por a reproduction of this general table for the government as a 
whole, see Table 30. 
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classification of organization units has not always been there 
followed. Thus, for example, the expenditures for the sup- 
port of the Library of Congress and the National Botanic 
Garden, and, in earlier years, the total expenditures of the 
Government Printing Office, have been shown in the official 
reports under the group heading of Congress, and the ex- 
penditures of the judicial establishment under the head of 
the Department of Justice. It is evident that such a treat- 
ment unduly swells the cost proper of the Legislative Branch 
and fails to show as a separate item the cost of the Judicial 
Branch. In the analyses here given this faulty method of 
classification has been corrected. 

A third point is that the attempt is made to give the indi- 
vidual cost of separate bureaus only in respect to what may 
be called bureaus of a functional character. Every depart- 
ment embraces, in addition to these bureaus, a number of 
services, such as the Office of Chief Clerk, Division of Ap- 
pointments, Division of Accounts, and the like, which minis- 
ter to the needs of the several operating services or have to 
do with the operation of the department as a whole as an 
institution. The cost involved in operating these services is I 

shown for each department under the head of General. >1 

Finally, note should be taken of the fact that when a * 

service has been transferred from one department to an- 
other, as the Patent Office was transferred from the Depart- 
ment of the Interior to the Department of Commerce, the 
cost of such service throughout the period is shown under 
the department to which transferred. 

Table 20 shows the cost of operating the government 
proper classified by organization units. 

Cost Classified by Grand Divisions. The first interest at- 
tached to this showing is probably that having to do with 
the distribution of the cost of operating the government 
proper according to its grand divisions or branches. Better 
to bring out the information on this point there is presented 
the derivative statement, Table 21, in which are given not 
only the total expenditures for each of the grand branches 
of the government, that for the administrative branch 
being split into the two items of Civil Services and Military 


20. Cost of Operating the Government 



1921 

1922 

1923 

1924 

I. Legislative Branch 

$9,854,454.50 

$9,182,339.16 

$10,221,169.44 

80,693,468.57 

2. Judicial Branch 

1. Pay of the judiciary 

2. Court expenses 

Total Judicial Branch 

3. Executive Branch 

4 . Admmistrative Branch 

1. Department of Agriculture: 

1. General 

1,666,718.22 

9,299,737.79 

1,658,604.47 

9,808,736.87 

1,687,003.22 

12,787,584.47 

1,885,362.25 

11,248,842.28 

10,966,456.01 

11,467,341.34 

14,474,677,69 

15,134,204.53 

284,068.71 

220,832.30 

,351,864.56 

463,801.18 

9,765,813.54 

10,112,391.61 

10,397,223.78 

11,055,281.43 

3 . Office of Information _ 

123,156.73 

127,110.5.3 

120,233.06 

51,139.65 

1,707,075.14 

1,394,796.78 

1,017,644.63 

10,992,997.16 

5. Extension Service^ 

6. Weather Bureau 

7. Bureau of Animal Industry — 

3,119,699.70 

1,548,815.77 

7,962,026,20 

3,112,451.73 

1,583,596.53 

8,947,344.45 

2,994,469.16 

1,487,493.46 

8,884,554.06 

9. Bureau of Plant Industry 

10. Forest Service 

11. Bureau of Chemistry and Soils 

12. Bureau of Entomology 

13. Bureau of Biological Survey. . . 

14. Bureau of Public Roads 

15. Bureau of Agricultural Engl- 

2,634.830.77 

12,486,626.27 

1,371,525.13 

1,588,891.62 

746,826.71 

1,658,772.54 

2,672,830.58 

9.672.993.87 
1,238,932.07 

1.648.809.88 
766,813.22 

1,693,732.42 

3,148,960.23 

13,594,748.33 

1,205,828.15 

1,691,008,03 

727,569.96 

1,251,447.55 

3,008,185,34 
16,075,305,62 
i 1,277.485,81 

1,715,155.69 
771,746.26 
1,440,621.61 

10. Bureau of Agricultural Eco- 
nomics 

2,397,599.53 

2,543,025.54 

2,487,239.51 

2,946,038,16 

47,899,95 

120,702.82 

639,373.85 

65,458.29 

406,164.53 

200,387.26 

18. Enforcement of Imseotioide Act 

19. Plant Quarantine and Control. 

20. Enforcement of Gram Futures 

10^521.67 

657,414.11 

106,754.40 

747,101.38 

18,192.32 

155,759.76 

230,841.68 

114,814.05 

644.136.33 

49,077.30 

393.494.34 
213,543.29 

21. Enforcement of Packers and 

Stockyards Act 

22. Nitrate plants 

23. Judgments. U. S. courts 

9,155,873.623 

24. Collection of farmers’ seed 
grain loans 



69,558,22 

33,799,53 

26. Expenses of Cotton Standards 
Act 



26. Experiments in dairying and 
livostoek production 





27. Soil erosion investigations 





28. Dairying and livestock experi- 
ment stations 





29. Mount Vernon Memorial High- 
way 





30. Miscellaneous 

Total Department of Agri- 
oultiire 

2. Department of Commerca 

1. General. 

2. Bureau of Standards 

3. Bureau of the Census 

4. Bureau of Foreign and Domes- 

tic Commerce 

6. Coast and Geodetic Survey 

6. Steamboat Inspection Service. , 

7. Bureau of Navigation 

8. Bureau of Lighthouses 

9. Bureau of Fisheries. 

10. Patent Office 

11. Bureau of Mines. 

12. Aircraft in commerce 

27,508.54 

306.99 

52.78 


55,254.902.45 

45,268,988,96 

49.. 376. 057, 59 

55,567,349.30 

2,886,804.91 

1,660,116.76 

6,319,953.53 

856,858.41 

1,934,438.85 

986,808.12 

321,832.82 

9,728,235.48 

1,332,106.24 

1,703.025.08 

3,647,988.05 

2,4.52,189.68 

1.767.392.93 
2,801,945.10 

1,167,416.22 

1,700,987.85 

866,183.77 

303,437.19 

9,073,053.02 

1,161,638.04 

1.880.196.93 
2,307,654.46 

1 

2,417,674.02 

1,778,323.41 

1,783,207.87 

1,604,035.23 
1,908,404.94 
842,642.33 
3.54,858.01 
i 8,708,904.70 

1,323,071.30 

2.197.592.64 

4.177.739.65 

2,747,406.79 

1,686,004.56 

1,795,296.20 

2,413,431.89 

1,989,205.37 

877,915.30 

8, 649! 704 B5 
1,119,073.34 
2,359,154.63 
1.977.238.60 

Total Department of Com- 
: inerce..,.. 

3. Department of the Interior 

1. General . 

2. General Land Office 

3. Gcolojdeal Survey. .... . . ... . . 





31,378,169.25 

26,471,995.19 

27,217,414.10 

25,971,821.25 

3,255,280.10 

2,983,672.21 

1,650,276.62 

2,867,251.83 

3,003,146.98 

1,611,254.52 

3,945,205.51 

2,084,181.88 

1,448,730.10 

3,113,301.38 

2,673,836.91 

1,628,651.63 
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1925 

1926 

1927 

1923 

1929 

1930 

$10,841,645.89 

311,487,330.25 

$15,089,113.99 

$11,937,587.83 

$12,245,723.50 

$14,607,033.46 

1,910,507.16 

13,065,564.65 

2,006,951.65 

13,046,678.93 

2,033,962.83 

12,307,130.73 

2,952,899.34 

13,700,762.67 

2,787,192.34 

14,753,230.76 

2,832,334.17 

15,862,478.50 

14,976,071.81 

15,053,630.58 

14,341,093.56 

16,653,662.01 

17,540,423.10 

18,694,812.67 

415,873.73 

441,699.23 

613,338.91 

589,497.19 

487,250.03 

606,776.30 

1,071,996.11 

65,009.34 

1,006,393.78 

329,334.78 

1,505,629.02 

2.179.217.57 
12,573,352.23 

412,788.90 

3,519,834.67 

21,210,745.26 

1,735,329.33 

1.966.415.57 
865,926.68 

1,910,558.54 

1.038.876.85 
71,370.91 

1,117,470.11 

339,059.82 

1,537,037.01 

2.413.559.85 
12,244,703.36 

528,379.94 

3,681,041.51 

22,446.689.87 

906,084.55 

2,570,358.82 

1,030,822.13 

628,637.81 

1,059,363.40 

80,635.70 

1,183,804.02 

333,059.45 

1,606,060.31 

2,544,582.82 

12,382,900.99 

485,244.08 

3,723,562.38 

23.387,846.09 

1,976,675.36 

6,002,867.04 

1,010,931.95 

434,813.79 

1,249,954.72 
90,086.35 
1,194,365,21 
371,547.30 
1,673,470.85 ! 
2,791,105.11 1 
13,496,707.56 
513,653.89 
4,080,180.34 
23,495,873.38 
1,279,106.68 
9,087,344.76 
1,230,513.83 
483,296.14 

1,178,393.73 1 
95,566.17 
1,067,802.61 
397,207.97 
1,643,130.92 
2,935,965.11 
13,860,370.59 
643,639.96 
4,659,763.38 
24,162,339.04 
1,353,426.94 
2,354,569.54 
1,337,962.42 
418,854.90 

1,187,010.52 

100.502.80 
1,273,533.41 

1 390.092.17 

1.660.046.63 
3,390,236.09 

15,072,386.58 

645,507.60 

5,011,238.25 

26,199,232.39 

1.480.310.76 
2,388,188.84 

1.677.970.63 
176,293.45 

350,886.09 

5,859,640.06 

180,619.49 

1,553,644.99 

8.804.966.77 

137.337.80 

4,165,613.96 

102,834.60 

152,596.38 

082,814,65 

81,327.41 

423,119.97 

225,871.30 

4,413,397.36 

117,305.21 

1,291,738.47 

700,649.96 

108,207.07 

411,254.31 

245,662.94 

251,704.66 

21,310.48 

80,712.30 

4,524,647.78 

129.318.69 

178,069.32 

767,363.79 

100.216.07 

398,514.60 

45,219.70 

5,240,226.98 

126,663.09 

1,311,041.49 

1,024,866.22 

112,277.46 

415,173.20 

1,622.62 

5,631,490.76 

145,885.63 

1,630,990.63 

3,488,797.04 

130,245.65 

10,046.41 




19,422.33 

34,483.32 

14.419.11 

50.510.11 

79,609.18 

10,768.77 


0,177.95 


92,044.79 

99,723.06 

56,967.54 

124,572.03 





16,092.05 

34,241.46 

43,603.64 



1,109,590.48 

370,443.90 

136,970.56 

89,120.31 

(-)9,402.86 

57,902.93 

245,328.87 

56,377,270.90 

58,284,955.41 

63,506,574.90 

68,463,934.03 

67,341,090.96 

79,090,396.12 

1.027.801.34 
1,958,703.57 

4.894.009.17 

2,718,046.95 

2,274,890,31 

1,040,100.73 

492,763.83 

9,426,062.60 

1.378.376.17 

3.027.918.34 
2,784,598.26 

1,027,199.12 

1,782,314.61 

2,382,141.54 

2,858,339.68 

2,186,854.53 

1,032,100.01 

524,023,34 

9,890,581.86 

1,662,503.34 

3,705,604.91 

2,316,179.50 

2,013,671.82 

1,809,129.06 

2,041,820.91 

3,133,909.75 

2,243,450.80 

974,914.68 

521,466.45 

10,056,361.85 

1,629,759.14 

3,018,287.95 

2,470,383.04 

489,664.43 

2,381,532.46 

2,216,389.05 

2,092,558.63 

3.662.339.91 

2.227.756.92 
1,052,555.15 

610,193.69 

10,406,224.04 

1,922,036.58 

2,765,610.40 

2.490.565.51 

2.497.222.52 

2,777,570.34 

2.490,215.18 

2,173,399.75 

4,264,105.09 

2,551,526.28 

1,150,204.13 

339,665.06 

11,058,101.06 

2,043,310.64 

3,280,295.38 

3,400,482.54 

4,944,693.79 

2,073,400.93 

2,759,166.1.4 

14,648,226.82 

4,751,108.52 
2,864,825.44 
1,271,010.58 
381,601.38 
11.525,957.49 
21438, SOS. 12 
5,018,984.35 
2,427,002.39 
6,709,802.64 

31,029,337.27 

29,326,848.44 

30,401,809.88 

34,324,974.76 

40,552,674.78 

56,869,984.80 

1.636.895.28 

2.809.087.29 
1,725,904.47 

918,813.00 

2.482,493.21 

1,896,473.34 

870,726.69 

2,260,680.65 

1,815,926.12 

939,885.95 

2,207,673.69 

1,705,346.34 

965,569.90 

2,206,054.46 

2,140,300.75 

1,075,883.0-4 

2,213,247.91 

2,138,072,33 
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20. Governmental Costs, Classified by 



1921 

1922 

1923 

1924 

3. DepartineJit of Interior-Confiftwed 

4. Office of Education 

5. National Park kService 

0. Office of Indian Af airs 

7. Bureau of Peiisioria^ 

8. Institutions 

1. St. Elizabeth's Hospital — 

2. Howard University 

3. Other. 

$162,301.76 ^ 
1,185,424.30 
13,587,695.04 
1,019,053.76 

1,167,341.10 

170.00 

379,072.80 

$157,671.81 

1,530,486.52 

12,248,899.44 

1,655,125.00 

978,302.50 

345,174.23 

224,519.40 

8154,449.09 

1,473,745.27 

11,397,315.78 

2,330,468.87 

877,651.00 

33,843.63 

394,400.02 

1176,248.09 

1,696,305.82 

13,072,001.71 

1,977,474.73 

1,195,758.60 

195,827.86 

274,524.92 

Tot.al Institutions 

9. Miscellaneous 

Total Department of the 
Interior 

4. Department of Justice 

J. General 

2. Penal institutions 

Total Department of Justice 

5. Department of Labor 

3. General 

2, Bureau of Labor Statistics 

3, Bureau of Naturalization 

4, Bureau of Immigration 

5. Children’s Bureau 

6. Employment Service 

7. Women’s Bureau 

Total Department of Labor , 

6. Navy Department 

1. Bureaus and General 

2. Naval Observatory 

3. Marine Corps 

Total Navy Department — 

7. Post Office Department' 

8. Department of State 

1. General 

2. Foreign Servieo' 

3. International _ Bureaus and 1 

Commissions i 

Total Department of State. . 

9. Treasury Department 

3. General i 

2. Customs Service 

3. Bureau of Internal Revenue. . . 

4. Bureau of Prohibition 

1,646,583.90 

1,547,996.13 

1,295,804.65 

1,006,111.38 

3,252.11 

113,215.24 

31,020.98 

15,433.53 

25,993,438.80 

24,736,047.57 

24,761,012.13 

26,018,265.13 

4,141,615.00 

2,468,825.79 

3,602,559.01 

2,708,699.37 

4,345,549.41 

3,256,147.01 

4,833,981.66 

3,051,710.65 

6,610,440.79 

6,311,258.98 

7,601,096.42 

7,885,692,31 

1,013,330.82 

261,597.95 

679,114.36 

4,402,800.23 

258,279.76 

358,626.29 

83,239.92 

907,547.36 

237,806.71 

701,215.98 

3,706,835.08 

254,385.35 

201,119.88 

76,628.83 

1,121,599.50 

230,506.65 

677,473.23 

3,348,911.25 

282,912.44 

224,149.03 

95,369.21 

1.133.900.67 
239,479.10 
752,152.71 

3.653.804.67 
348,805.61 
207,613.12 
104,499.52 

7,056,989.33 

6,085,539.19 

5,981,011.31 

6,340,256.20 

614,780,070.91 

54,674.91 

35,323,697.21 

424,085,835.51 

78,954.34 

33,950,518.62 

392,033,608.58 

92,831.70 

30,200,626.86 

299,854,792.69 

88,673.03 

24,082,609.37 

650,159,043.03 

458,115,308.47 

322,335,907.14 

324,626,974.99 

1,330,476.17 

6,310,553.49 

407,970.53 

1,108,526.73 

8,112,074.10 

355,236.38 

1,078,398.28 

7,221,128.66 

410,302,56 

1,179,972.31 

7,168,905.45 

464,453.15 

8,055,000.19 

9,576,437.21 

8,718,829.50 

8,811,330.91 

33,196,568.79 

11,075,992.32 

40,380,064.60 

19,625,575.84 

11,432,973.23 

41,712,514.38 

i 

19,900,582.28 

11.651,796.13 

45,403,711.40 

18,627,133.64 

12,757,066,61 

43,431,167.24 

6. Bureau of the Budget 

6. Office of the Treasurer of the 

United States 

7. Office of the Comptroller of 

the Currency 

8. Coast Guard 

9. Bureau of Engraving and Print- 

ing 

30. Secret Service Division 

: 11. Public Health Service 

12. Mint Service 

33. Office of the Supervising Archi- 
tect: 

3. Salaries. 

2. Operation and mainten.anee, 

Public buildings 

3. Equipment, etc., Public 

’nuiidings.: 

5,000.00 

1,637,675.46 

239,783,05 

12,810,056.74 

5,679,538.87 

364,395.25 

64,233,208.80 

1,588,375.09 

207,409.07 

7,582,398.71 

il6,073.95 

1,603,419.86 

285,592.06 

12,157,398.12 

5,842,849.51 

404,055.63 

8,696,737.36 

1,207,254.83 

207,190.81 

7,812,096,50 

143.898.49 

1,605,814.28 

204.665.50 
10,467,214.60 

5,260,504.60 
! 415,079.44 

9,131,853.66 
1,913,907.51 

311,102,63 

7,227,978.07 

138,343.86 

1,377,327.24 

270,992.77 

11,326,401.96 

! 5,705,697.90 

422,396.96 
8,171,556.62 
; 1,557,468.07 

1 208,565.82 

7,273,805.00 

i 2,286,208.90 

1 4,445,053.91 

4. Construction projects 

Total Office of the Super- 
vising Architect . 

8,170,584.93 

16,152,244.82 

10.408,489.87 

15,960,392.71 

24,171,532.13 

■ 17,907,570.57 

14,213,034.29 
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1925 

1926 

1927 

1928 

1929 

1930 

$211,902.40 

2,586,258.05 

13,660,466.53 

2,192,279.20 

$197,276.01 

3,483,711.70 

14,767,421.15 

2,079,893.87 

8213,646.61 

3,787,808.67 

14,045,966.17 

2,000,605.35 

8216,721.17 

5,217,284.97 

17,529,847.08 

1,937,906.60 

$248,811,03 

6,324,607.57 

18,538,016.90 

1,904,563.80 

$300,038.99 

9,618,293.76 

19,491,273.12 

958,055.91 

40,600.00 

492,203.10 

1,031,821.85 

149,500.00 

471,306.94 

930,829.57 

452,884.98 

277,966.01 

910,168.63 

373,604.61 

293,949.23 

987,952.07 

248,831.37 

136,635.57 

1,530,797.94 

335,946.23 

119,501.54 

1,494,759.01 

1,652,628.79 

1,661,680.66 

1,677,622.47 

1,373,419.61 

1,986,245.71 

29,183.48 

62,463.39 

129,053.02 

53,695.98 

45,283.55 

4,873.24 

26,306,735.71 

27,541,174.46 

26,792,091.74 

31,385,984.25 

33.746,627.72 

36,827,728.10 

4,263,079.13 

4,186,231.96 

4,362,916.59 

4,034,275.61 

4,323,990.00 

6,025,672.38 

4,197,498.14 

6,850,741.60 

4,662,858.97 

7,082,936.75 

4,901,707.55 

8,674,894.13 

8,449,311.09 

8,997,192.20 

10,349,662.38 

11,048,239.80 

11,745,795.72 

13,476,601.68 

679,396.49 

277,304,15 

778,845.94 

6,664.196.75 

304,637.06 

222,286.28 

110,678.52 

641,724.52 

277,799.46 

745,254.90 

5,468,166.03 

350,310.39 

202,778.33 

103,647.31 

759,633.04 

292.427.41 
734,661.99 

6,410,525.90 

288,632.26 

199,125.49 

100.476.41 

721,869.82 

297,160.67 

736,517.36 

6,449,068.60 

267,990.57 

195,012.01 

98,789.66 

766,662.92 

353,755.20 

848,767.51 

7,594,326.16 

303,451.42 

205,308.80 

106,492.44 

804,759.42 
407,706.93 
1,030,321.98 
8,481,444.26 
332,770.96 
' 215,923.02 

i 115,018.11 

7,097,344.18 

7,789,580.94 

8,785,382.50 

8,766,414.59 

10,178,764.45 

11,387.950.68 

304,468,426.47 

111,058.65 

22,618,842.63 

288,939,398.31 

128,900.03 

23,633,055.13 

300,890,463.36 

120,571.89 

23,062,206.36 

303,581,039.98 

119,905.60 

28,243,006.64 

339,303,138.02 

166,576.07 

26,462,481.28 

348,379,512.35 

200,679.97 

26,330,876.88 

327,106,327.76 

312,701,414.37 

324,073,241.61 

331,943,962.12 

365,932,194.37 

374,911,069.20 

1,488,620.72 

8,141,109.52 

1,289,241.47 

8,178,719.61 

1.348.585.92 

8.375.481.93 

1,367,372.15 

8,506,337.49 

1,678,598.03 

9,620.900.17 

1,908,155.13 

10,683,575.48 

787,270.22 

1,214,340.35 

959,667.37 

1,110,923.36 

1,352,234.61 

1,437,190.41 

10,417,006,46 

10,682,307.43 

10,683,735.22 

10,984,633.00 

12,551,741.81 

13,883,921.02 

9,479,690.37 

17,036,896.94 

47,549,780,27 

7,307,336.69 

17,118,862.50 

45,814,147.46 

7,178,817.20 

17,358,870.04 

33,089,505.51 

12,329,728.27 

8,403.656.24 

18,007,484.97 

34,481,556.63 

13,618,988.18 

7,825,552.17 

21,177,548.71 

33,026,002.36 

13,314,338.11 

7,234,172.34 

22,689,548.99 

34,543,745.63 

15,252,434.92 

172,415.10 

167,029.22 

167,075.36 

161,259.71 

182,207.48 

192,235.94 

1,693,012.11 

1,481,610.66 

1,646,701.03 

1,522,839.42 

1,638,429.22 

1,814,470.13 

272,297.95 

26,799,854.65 

279,444.80 

24,999,626.56 

277,848.63 

27,917,838.62 

283,903.11 

27,333,765.62 

302,691.41 

28,245,188.48 

341,641.75 

29,285,768,74 

6,744,502.15 

470,909.87 

9,328,944.39 

1,654,696.95 

7,604,230.13 

467,136.99 

9,101,509.48 

1,646,247.60 

6,993,018.09 

453,009.13 

9,149,780.13 

1,549,362.97 

6,743,439.19 

496,113.68 

9,518,796,04 

1,689,501.90 

6,678,119.02 

533,512.98 

10,068,816.15 

1,369,955.51 

0,218,448,03 

662,520.27 

10,373,232.03 

1,600,128.78 

263,447.96 

271,983.00 

333,857.40 

347,964.72 

305,257.09 

379,360.40 

9,108,290.19 

9,342,701.11 

10,059,478.00 

10,439,694.09 

11,536,192.12 

11,478.614.33 

2,005,182.74 
3,170,344.31 1 

2,586,550.35 

2,141,000.61 

2,435,157.46 

8,736,723.84 

2,764,460.82 
7,193,759.89 j 

3,210,742.08 

30,785,366.73 

3,813,951,81 

44,106,615.35 

14,610,265.20 

14,342,235.07 

21,664,216.70 

20,746,779.62 

45,897,558.62 

59,778,541.89 




20. Governmental Costs, Classipied bt 



1921 

1922 

1923 

1924 

9. Treasury Department — Continued 

14. National Bank Examiners 

15, Federal Farm Loan Board 

11,609,211.80 

208,416.75 

$2,012,345.28 

233,787.01 

$2,146,324.10 

264,266.28 

5,877.69 

$2,243,445.98 

332,660,06 

1,142.34 


338,131.27 





32.724.58 

Total Treasury Department . 

10. Department of War 

1. Military Establishments 

2. Non-Military Establishments. . 

Total Department of War. , . 

11. Independent Establishments 

1. Permanent 




179,325,811.50 

129,562,109.19 

126,483,066.62 

120,609,169.02 

477,168,.553.51 

27,496,833.99 

323,303,699.79 

25,255,754.38 

277,603,354.66 

17,649,514.92 

240,316,577.65 

18,251,804,25 

504.665,387.50 

348,559,454.17 

295,252,869.58 

204,, 568, 44 1.90 

899,392.36 

8,438,230.47 

83,917,14 

3,407,596.08 

147,163.55 

9,735,367.52 

168,109.96 

668,272.07 

10,705.13 

2,212,193,59 

835.399.70 

7,108,954.07 

86,022.66 

2,577,374.25 

142,317.78 

8.357.752.30 

160,650.22 

672,601.64 

10,668.45 

1.661.714.31 

1,118,227.11 

3,140,520.60 

87,604.92 

3,891,678.73 

150,981,24 

36,825,061,98 

157,544.63 

740,641.10 

6,538.29 

3,196,873.89 

1,127,989.80 

3,681,623.61 

110.923.56 
3,719,648.35 

146.927.57 
46,390,273.45 

150,419.86 

992,725.89 

6,170.45 

2.386,354.14 

2. Government Printing OiBce. 

4t, General Accounting Office.. . 

0. Veterans' AdminlstrationL . . 
7. Employees', Compensation 

8. Civil Service Commission. . . 

9. Commission of Fine Arts. . . 
10. Office of Public Buildings 

and Public Pai’ks of the 
National Capital 

12. Interstate Commerce Com- 

6,170,047.87 

5,495,045.32 

5,107,810.02 

5,166,103.29 


14. Federal Reserve Board 

15. Federal Trade Commission.. 

16. Federal Power Commission. . 

17. Federal Board for Voca- 

tional Education 

18. Tariff Commission 

4,493,633.34 

1,017,956.10 

21,641.57 

337,204.88 

313,243.72 

185,998.01 

705.209.39 
386,020.75 

20.945.97 

370,546.67 

938,699.92 

463.075.40 

4,456,034.44 

960,538.36 

37,117.53 

290,422.32 

320,441.55 

177,625.87 

721,799.69 

403,963.91 

6,657.29 

782,819.34 

415,468.16 

368,261.03 

2,112,720.42 

965,657.36 

25,128.23 

272,326.68 

400,347.64 

1 211,835,41 

769,325,07 
338,031.17 

18.92 

1,207,009.53 

94,083.54 
329,. 536. 50 
114.07 

2,177,680.38 

996,751,65 

38,492.29 

255.500.46 
758,051.86 

290,806.75 

792,952,96 

309.498.46 

19. National Advisory Com- 

mittee for Aeronautics. 

20. Smithsonian Institution 

21. Railroad Labor Board 

22. Board of. Mediation and 

Conciliation 

23. Shipping Board? 

553,735.08 

24. Interdepartmental Social 
Hygiene Boiird j 

25. Alien ftoperty Custodian. . 

26. IJ. S. Geographic Board j 

289,377.15 

1,343.06 

27. Federal Oil Conservation 
Board 1 



28. Personnel Classification j 
Board 1 





29. Federal Farm Board I 





Total Permanent Inde- i 
pendent Establishments! 

12. Miscellaneous Temporary Me- 
morials, Monuments, i 
Comnussions, etc i 





41,195,071.46 

36,029,640.19 

60, 84,8. 117,19 

70,349,409.07 

3,240,185.95 

594,973.89 

587,043,41 

1,041, ‘235. 79 

Total Independent Establish-! 

rnRntiR. i 

44,436,257.41 

36.024,614.08 

61,435,700.60 

' 71,390,644.80 

Total Administrative Branch j 

Total Operating Government! 
Proper 

1,512,934,440.25 

1.090,310,754.01 

929,103,684,99 

911,788,944.87 

j $1,634,039,419.47 

$1,111,181,266,87 

$954,211,396.08 

$9,35,070,419.15 


Includes Salaries, all bureaus, 1921-1924. 

2 Includes States Relations, Experiment Stations, and Home Economics, 1921-1923. 
* Includes purchase of nitrate of soda. 

‘Includes administration only. Bureau merged in Veterans’ Administration, 1930. 
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1926 

1926 

1927 

1928 

1929 

1930 

*2,108,028.45 

12,204,234.20 

$2,294,183.30 

$2,354,839.80 

$2,407,711,63 

$2,650,791.93 

383,737.76 

453,096.23 

566,170.30 

733,469.69 

906,012.78 

949,462.84 







21,277.14 

(-)33,640.40 

581,452.36 

240,964.88 

1,081,268.33 

107,544.12 

138,326,209,30 

132,953,007.19 

143,017,567.64 

146,136,358.68 

174.854,912,55 

193,494,688.33 

261,133,789.83 

266,365,462.75 

264,293,892.98 

291,492,365.80 

313,960,614.31 

325,427,078.08 

14,945,574.69 

12,370,193.68 

19,239,871.31 

19,246,179.65 

13,253,703.90 

10,680,808.37 

266,079,304.52 

278,735,656.43 

283,533,764.29 

310,738,545.45 

327,214,318.27 

336,107,886.45 

1,407,430.26 

1,555,790.48 

1,457,234.70 

1,718,458.39 

2,040,544.53 

2,317,844.42 

1,988,700.07 

2,981,796,18 

2,471,975.59 

2,637,440.61 

3,220,429.36 

2,712,192.91 

103,321.61 

112,583.56 

129,905.22 

129,211.43 

166,714.70 

176,036.32 

3,754,292.82 

3,711,073.49 

3,844,886.37 

3,952,989.64 

4,131,403.83 

4,108,691.04 

147,687,00 

164,717.58 

175,210.77 

216,311.31 

214,883.12 

226,860.97 

46,750,525.97 

42,. 554, 664. 47 

36,720,251.16 

37,956,335.52 

40,783,460.65 

88,069,561.50 

149,346.48 

147,975.21 

145,605.45 

375,085.36 

507,353.39 

532.664.83 

1,000,204.60 

1,001,497.00 

1,004,801.05 

1,160,852.65 

1,244,639.86 

1,415,846.86 

5,176.99 

7,783,22 

8,084.76 

7,195.04 

7,096.69 * 

9,028.00 

2,445,918.65 

2,526,793,17 

2,414,575.91 

2,446,064.92 

2,935,728,04 

3,347,083.39 


436,349.75 

538,132.33 

663,585.42 

698,730.38 

672,777.28 

5,949,138.60 

5,965,802.28 

6,609,454.35 

7,147,548.71 

7,832,513.64 

8,098,758.45 







1,676,733.21 

2,010,909.76 

2,511,643.25 

2,050,974.27 

2,905.479.71 

2,832,923.52 

994,798.19 

993,225.17 

965,797.78 

984,490.54 

1,160,682.44 

1,447,667.48 

31,129.15 

33,681.96 

30,864.12 

32,731.19 

124,419.40 

149,340.82 

265,705.03 

261,094.25 

265,772.60 

267,028.85 

281,446.48 

200,000.00 

6,59,677.45 

609,734.89 

702,981.40 

646,298.78 

762,458.64 

710,695.15 

389,190.17 

568,343,96 

631,409.06 

535,548.78 

607,123,16 

979,691.73 

806,417.31 

847,848.26 

860,730.19 

937,401.23 

1,147,983.72 

1,170,697.93 

314,082.68 

275,037.37 





5.42 


228,671.05 

276,828.07 

243,343.00 

183,022.08 

668,730.98 

301,370.29 

286,851.94 




203,165.66 

167,802.06 

159,494.60 

34,508.12 

1,501.81 

13,080.24 

203.78 

448.98 

3,248.83 

4,052.52 

4,499.54 

9,016.14 





9,846.39 

13,595.57 





73,318.64 

9,346.81 






731,736.55 







69,611,042.98 

67,225,383.32 

62,065,541.44 

64,223,978.12 j 

71,378,378.55 

120,412,745.41 

267,600.35 

1,441,125.00 

2,952,553.88 

2,493,652.90 

3,874,345.66 

4,478,873.63 

69,879,243.33 

I 68,666,508,32 

66,018,095.32 

66,717,631.02 i 

75,252,724.20 

124.391,619.04 

942,058,156.67 

935,678,645.19 

965,170,668.99 

1,020,510.667.60 j 

1,119,291,849.29 

1,240,041,845.42 

§968,291,748.00 

$902,601,305.25 

5995,214,215.45 

$1,049,691,414.63 

$1,149,565,245.92 

$1,274,850,467.85 


See Table 28. 

® Includes Foreign Service Heiirement Fund transfers, all years. 
■' Includes administration only. 
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Services but also percentages showing the relation that each 
item bears to the grand total. The items for Military Ser- 
vices represent the combined cost of the War and Navy De- 
partments after deduction has been made of the cost of the 
civil activities of the War Department and the cost of main- 
taining and operating the Naval Observatory by the Navy 
Department, these excluded items being added to the ex- 
penditures of all of the other departments and independent 
establishments. 

Legislative Branch. Taking up the several items contained 
in Table 21, it will be seen that, though there have been 
certain ups and downs from year to year, there has been a 
general tendency for the cost of the Legislative Branch 
slowly to increase, this cost being $9,854,454.50 in 1921 and 
$14,607,033.46 in 1930. The abnormally high cost for 1927, 
$16,089,113.99, was due to an unusual item in that year of 
about $3,000,000 for the purchase of land for the enlarge- 
ment of the Capitol grounds. The increase of 1930 over that 
for 1929 is likewise primarily due to a special expenditure 
during that year for the construction of a new office build- 
ing for the House of Representatives. Even including this 
item, the cost of operating this branch represents only about 
1.15 per cent of the total cost of operating the government 
proper. By reference to the budget, it will be found that, 
of the total cost for 1930, $14,607,033.46, $5,545,452.96 
went for the payment of the salaries and mileage of the 
members of Congress; $4,885,759.66 for the salaries of 
officers and employees ; $2,956,820.63 for the expenses of the 
Office of Architect of the Capitol, which includes the cost 
of heating, lighting, and otherwise maintaining and oper- 
ating the Capitol building and grounds, and the special 
item of $1,093,497.38 for the site and construction of an 
additional House Office Building ; $91,344.50 for the Capitol 
police, $68,005.73 for the Office of Legislative Counsel, and 
the balance for contingent and miscellaneous expenses. 

Judicial Branch. In respect to the Judicial Branch, by which 
is meant the whole system of federal courts, a very marked 
increase in cost during this period is shown, this increase 
being from $10,966,456.01 in 1921 to $18,694,812.67 in 1930, 
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or an increase of about 70 per cent. This increase is only 
what might be expected in view of the greatly added burdens 
that have been thrown upon the federal courts as agencies 
for enforcing the prohibition and other regulatory acts that 
are constantly being put upon the federal statute books. Due 
to these added burdens and the normal growth of business 
resulting from the increase in population and industrial 
activities of the country, constant additions have had to be 
made to the system of district, or trial, courts and the mis- 
cellaneous expenses, in the way of witness fees and other- 
wise, have unavoidably gone up. In 1930 the cost of this 


21. Cost op Oi'eratincj tub Govkrn.mbnt 



1921 

1923 

1923 

1924 


$9,854,464.60 

$9,182,339.16 

$10,221,169.44 

$9,693,468,57 


10,966,456.01 

11.467,341.34 

14,474,677,69 

13,134,204.53 


284.068.71 

220,832.36 

351,864,56 

453,801.18 

4. Adniinistratiro Branch 

1. Civil services 

385,661,518.62 

1,127,272,921.63 

308,970,700.09 

781.340.053.92 

329,317,194.89 

,599,840,490.10 

340,935,065.26 

570,853,879.61 

2. Military services 

Total Administrative Branch 

Giund Total 

1,512,934,440.25 

1,090,310,754.01 

929,163,684.09 

911,788.944.87 

$1,534,039,419.47 

$1,111,181,266.87 

$954,211,396.68 

$936,070,419,15 


branch represented about 1.47 per cent of the total cost of 
operating the government proper. 

Executive Branch. A very considerable increase has like- 
wise taken place during the period in the cost of the Ex- 
ecutive Branch, by which is meant the Office of the Presi- 
dent, this increase being from $284,068.71 in 1921 to 
$606,776.30 in 1930. The items going to make up these 
expenditures are the salaries of the President and Vice 
President, the sum placed at the disposal of the President 
for expenses of travel, the expenditures of the secretarial 
and clerical force of the President and the maintenance and 
operation of the White House and White Plouse grounds. 
The increase shown is distributed among all of these items, 
except that of salaries of the President and Vice President. 
There is undoubtedly a tendency for the President to con- 
cern himself more and more with general problems arising 
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in the conduct of administrative affairs and to keep more 
closely in touch with such operations. It is due in part to 
this tendency that the increase in the expenditures of the 
President’s Office is to be credited. 

Administrative Branch, Military Services. Turning now to 
the cost of the Administrative Branch, the importance of 
the distinction that is made between the costs of the “civil” 
and “military” services is at once apparent. Taking the 
two together, it will be seen that, while the combined ex- 
penditure, representing the Administrative Branch as a 


Propek, Classified by Grand Division 


1926 

1926 

1927 

1928 

1929 

1930 

810,841,645,89 

$11,487,330,25 

$15,089,113.99 

811,937,587.83 

$12,245,723.50 

$14,607,033,461 

14,976,071.81 

15,053,630.58 

14,341,093.56 

16,653,662.01 

17,640,423.10 

18,694,812.67 

416,873.73 

441,699.23 

613,338.91 

589,497.19 

487,250.03 

606,776.30 

363,839,097.64 

678,219,058.93 

356,740,729.00 

578,937,916,19 

376,924,106.29 

588,246,662.70 

397,194,255.18 

623,316,412.42 

439,665,615.68 

679,726,233.61 

640,804,378.11 

700,137,467.31 

942,058,156.57 

935,678,645.19 

965,170,668.99 

1,020,510,667.60 

1,119,291,849.29 

1,240,941.845.42 

$968,291,748.00 

$962,661,305,25 

$995,214,215.45 

$1,049,691,414.63 

$1,149,565,245.92 

$1,274,850,467.85 


whole, has shown a very considerable reduction during the 
period, being $1,512,934,440.25 in 1921 and but $1,240,941,- 
845.42 in 1930, this reduction is wholly due to the reduced 
expenditures for military purposes by the War and Navy 
Departments. In 1921 these two departments had not yet 
completely liquidated their war obligations and returned to 
a normal peace basis, their expenditures for military pur- 
poses being at the high figure of $1,127,272,921.63. Rapid 
progress in this direction was made, however, in the three 
succeeding years, their expenditures for military purposes 
dropping to $781,840,053.92 in 1922, $699,846,490.10 in 
1923, and $570,853,879.61 in 1924. Beginning with 1925, 
however, there is apparent a steady tendency for this item 
of expenditures to increase, each year showing something of 
an advance over the preceding year and reaching the figure 
of $700,137,467.31 in 1930. 
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11. Cost of Operating the Government Proper: 
Absolute (upper) and Relative (lower) 
(From Tables 21 and 22) 
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Administrative Branch, Civil Services. The cost of operating 
the government proper as represented by the purely non- 
military, or civil, services of the Administrative Branch, 
shows a movement during the period corresponding to that 
of the military services, though here the decrease in the 
years immediately following 1921 is not so pronounced and 
the increase in the later years is more so. In 1921 the 
cost of these services amounted to $385,661,578.62, In 
1922 it dropped to the low point of $308,970,700.09. There- 
after, with one slight recession in 1926, it steadily increased, 
this increase being especially marked in the later years, 
until it reached, in 1930, the figure of $540,804,378.11, an 
increase during the ten-year period of $155,142,799.49, or 
about 40 per cent. 

Comparison, Military and Civil Services. Probably the most 
significant points brought out by this statement of the cost 
of the Administrative Branch, as divided between the mili- 
tary and non-military services, are the relative high cost of 
the military as compared with the civil services, and the 
relative low cost of the latter service as compared with the 
total cost of operating the government proper and the grand 
total of governmental costs. 

Taking the year 1930 as the one most nearly represent- 
ing present conditions, it will be seen that the cost of the 
two military services, the War and Navy Departments, 
after excluding their expenditures for civil works, exceeded 
the entire cost of operating all the civil departments and 
establishments by the large sum of $159,333,089.20. Or 
stating this in the form of percentages, the cost of the mili- 
tary services in that year amounted to approximately 56 per 
cent of the total cost of the Administrative Branch and 
about 55 per cent of the total cost of operation of the gov- 
.ernment proper.^ 

® This figure representing the combined cost of the War and Navy 
Department is, of course, quite different from that having for its 
purpose to show the total and percentage cost to the government of 
past wars as well as preparation for possible future wars. Such 
figures would include interest on the public debt, all of which was in- 
curred for war purposes, repayment of such debt, pensions, and the 
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Comparison, Civil Services and Total Administrative Brancli 
and Government as a Whole. Equally striking is the com- 
paratively small cost of the operation of the non-military 
services. In 1930 this amounted to but $540,804,378.11, or 
approximately 44 per cent of the total cost of the Adminis- 
trative Branch and about 42 per cent of the total cost of 
operating the government proper. If to this is added the 
cost of maintaining and operating the Legislative, Judicial 
and Executive Branches, it will be seen that in 1928 the 
government expended only $574,929,000.24 in maintaining 
and operating itself as an institution and in maintaining 
and operating all of its civil establishments and in perform- 
ing all of the multifarious activities that are carried on by 
these establishments in the rendering of services to the 
public. 

In general discussions of the financial operations of the 
national government, attention is usually concentrated upon 
the figure, speaking in round numbers, of four billions as 
the cost or expenditures of the federal government. The 
budget for 1982, for example, thus gives the figure of 
$3,994,152,487.09 as the total of actual expenditures for 
1930. It is true that the government paid out in that year 
the sum specified. Included in this amount, however, are, 
as has been pointed out, payments on account of trust funds 
for reduction of debt, investments, pensions, grants-in-aid 
to the states, etc. Without questioning here the necessity 
for, or desirability of, these payments, it is nevertheless of 
importance to recognize that they by no means represent 
the cost of operating the government proper. One fre- 
quently sees the position taken that the great cost of govern- 
ment is due to the insatiable demand of the several services 
of the government for increased funds in order to permit 
them to expand their activities; and that, if these services 
were put upon a more efficient and economical basis, the 
cost of government could be greatly lessened and the tax- 
payers' burden correspondingly reduced. The analysis of 

like, Consideration of military expenditures from this standpoint 
•will he had where the attempt is made to classify government expendi- 
tures from the functional standpoint. See page 176. 
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the federal expenditures here made has had as one of its 
major objects to permit of a view of this question of gov- 
ernmental expenditures in proper perspective. It is, of 
course, highly desirable that every effort should be made to 
have the work of these several services conducted upon an 
economical and efficient basis. At the same time it should 
be recognized that any really important reduction in the 
total of governmental expenditures; that is, a reduction 
such as would make possible real relief of the taxpayer, 
must take place in the class of non-governmental costs, or 
Other Governmental Costs, meaning costs other than those 
for operating the government proper, or in the items hav- 
ing to do with the War and Navy Departments with their 
military and naval establishments, since the total cost of 
maintaining and operating all of the civil services in 1930 
was, as has been seen, but $540,804,378.11 out of this grand 
total of $3,994,152,487.09, or approximately 14 per cent. 

Department of Agriculture. With this characterization of 
the absolute and relative importance of the general elements 
entering into the cost of operating the government proper, 
we may now turn again to the detail statement of this cost 
classified by organization units, as given in Table 20, for 
the purpose of determining more specifically the costs of 
the several departments, bureaus, and independent estab- 
lishments going to make up the Administrative Branch, and 
the changes that have taken place during the period in 
such costs. 

Taking the departments up in turn, it will be seen that a 
material increase has taken place in the expenditures 
entailed in the operation of the Department of Agriculture, 
the total expenditure of that Department amounting, in 
1930, to $79,090,396.12 as contrasted with $55,254,902.45 in 
1921, an increase of $23,835,493.67, or approximately 43 per 
cent. If the item of $9,155,873.62 for nitrate plants, repre- 
senting a work undertaken during the war for meeting war 
needs, for which no corresponding expenditure is shown for 
1930, be eliminated from the expenditures of the Depart- 
ment for 1921, the increase in the total of expenditures of 
the Department is correspondingly augmented. For this 
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increase, the Forest Service is chiefly responsible, the 
expenditure for that service increasing from $12,486,626.27 
in 1921, to $26,199,232.39 in 1930, an increase of $13,712,- 
606.12. In considering this large increase, it should be 
borne in mind that the expenditures of this service, as here 
reported, cover not only the current expenses of operation 
but also outlays made for the acquisition of additional land 
as new national forests or additions to existing reserves. 
To an increased extent Congress has appreciated the impor- 
tance of the preservation and development of forests in the 
United States and has shown its appreciation of this impor- 
tance by the increased grants made by it for the acquisition 
of additional forest areas as indicated and also for work in 
the way of research, the protection of forests against 
fire, etc. 

The Bureau of Animal Industry also shows a materially 
increased expenditure, the increase being from $7,962,026.20 
in 1921 to $15,072,386.58 in 1930, or nearly a doubling in the 
ten-year period. The same is true of the Bureau of Agri- 
cultural Economics, whose expenditures increased from 
$2,397,599.53 in 1921 to $5,859,640.06 in 1930. There is diffi- 
culty in comparing expenditures for different years as 
regards a considerable number of the other services due 
to the fact that during this period a number of material 
changes in organization and the assignment of duties as 
among the several services of the Department took place. 

Department of Commerce. The Department of Commerce 
shows an increase in cost from $31,378,169.25 in 1921 to 
$56,869,984.80 in 1930. This increase is in part accounted 
for by the large expenditures in the latter year of the 
Bureau of the Census due to the special burden of cost 
thrown upon it by the taking of the Fourteenth Census. 
Apart from this, both the greatest absolute and relative 
increase in cost is that of the Bureau of Foreign and Domes- 
tic Commerce, whose expenditures increased over five-fold, 
or from $856,858.41 in 1921 to $4,751,108.52 in 1930. The 
establishment of the Aeronautics Branch, concerning itself 
with the matter of aircraft in commerce, also called for an 
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expenditure of $6,709,802.64 in 1930 as against no expendi- 
ture for this service, which was then not in existence, in 
1921. The other services of this Department show only 
those increases that might be expected as the result of the 
general increase in the population, industry, and trade of 
the country. 

Department o£ the Interior. The expenditures of the Depart- 
ment of the Interior increased during this period from 
$25,993,438.80 in 1921 to $36,827,728.10 in 1930. This 
increase is almost wholly accounted for by the increase that 
took place in the Office of Indian Affairs, whose expendi- 
tures increased from $13,857,695.04 in 1921 to $19,491,273.12 
in 1930, and in the National Park Service, whose expendi- 
tures increased from $1,185,424.30 in 1921 to $9,618,293.76 
in 1930. The expenditures of the other services increased 
comparatively little and one service, the General Land 
Office, showed an actual decrease. The increase in the cost 
of the Indian Service is in part due to the results of the 
investigation made of the entire problem of Indian adminis- 
tration.® One of the facts developed by this survey was the 
inadequacy of the provision being made by the government 
for the schooling and welfare of the Indians. This led the 
Secretary to the Interior to urge increased appropriations 
for the various activities carried on by the Indian Service on 
behalf of the Indians, a request which was met by Congress. 

Department of Justice. The Department of Justice shows an 
apparent great increase of cost from $6,610,440.79 in 1921 
to $22,473,601.68 in 1930. Of this increase $8,977,000.00 is 
due to the Bureau of Prohibition, which in 1930 was trans- 
ferred to the Department of Justice from the Treasury 
Department. Even with the elimination of this item the 
expenditures of the Department of Justice would show an 
increase during the ten-year period of $6,886,168.89, or 
something more than a doubling of cost of this department. 
This is almost wholly accounted for by the increase in the 
cost of the penal institutions, from $2,468,825.79 in 1921 to 

“ This was made by the Institute for Government Research at the 
request of the Secretary of the Interior. 
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$8,574,894.13 in 1930, an increase largely due to the increase 
in the penal population of these institutions as a result of 
the enforcement of the federal prohibition act.'^ 

Department of Labor. The expenditures of the Department 
of Labor have shown a relatively smaller increase than the 
other departments, such increase being only from $7,056,- 
989.33 in 1921 to $11,387,950.68 in 1930, and is almost 
wholly accounted for by the increase in the cost of the 
operation of the Bureau of Immigration. The expenditures 
on account of that service increased from $4,402,800.23 in 
1921 to $8,481,444,26 in 1930. 

Navy Department. The course of expenditures of the Navy 
and War Departments combined, in so far as their purely 
military services are concerned, has already been com- 
mented upon. Considering the Navy Department alone, it 
will be seen that a very great reduction in its expenditures 
took place in 1922 and 1923, the drop being from $650,159,- 
043.03 in 1921 to $458,115,308.47 in 1922 and $322,335,967.14 
in 1923. Since then no material change in the total cost of 
this Department is to be noted, though, beginning with 
1927, the tendency for such cost slowly to increase is appar- 
ent. The only non-military service of this Department is 
the Naval Observatory. The expenditures of this service 
have increased nearly four fold in the ten years, being but 
$54,674.91 in 1921 and $200,679.97 in 1930. 

State Department. Expenditures for the support of the State 
Department and its activities show a steady increase during 
the period, rising from $8,055,000.19 in 1921 to $13,883,- 
921.02 in 1930, an increase of approximately 72 per cent 
during the ten years. For this increase the Department’s 
held establishment, the Foreign Service, which embraces 
both the Diplomatic and the Consular Services, is chiefly 
responsible, though material increases have taken place in 

* The federal governraent makes use to a considerable extent of 
state institutions for the custody of federal prisoners and the figures 
here given include the payments made to the states for the care of 
such prisoners. The federal government now has undei' way a pro- 
gram for the construction of additional federal penitentiaries. 
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respect to the cost of both the Department proper at Wash- 
ington and the international bureaus and commissions. The 
increased cost of the Foreign Service is due in part to the 
steady putting into execution of the program of acquiring 
or constructing buildings in foreign cities for the housing 
of our diplomatic and consular representatives. 

Treasury Department. A comparison of the movement of 
expenditures of the Treasury Department is rendered some- 
what difficult by reason of the transfer of certain of its 
activities to other departments during the period. Thus, 
the great drop in the expenditures of the Public Health 
Service, from $54,233,208.80 in 1921 to $8,696,737.36 in 
1922, was due to the fact that in the fonner year this service 
had the administration of the hospitals for, and the render- 
ing of hospital service to, the veterans of the late war, while 
in 1922 this was turned over to the Veterans’ Bureau. 
Again, prior to 1927, the Bureau of Internal Revenue had 
charge of the enforcement of the prohibition and narcotic 
control acts, which duty in that year was entrusted to the 
Bureau of Prohibition created in the Department for that 
purpose. Later, in 1930, this bureau was split up into three 
separate services, the Bureau of Prohibition, the Bureau of 
Narcotics, and the Bureau of Industrial Alcohol, the first 
being transferred to the Department of Justice and the 
other two remaining as separate services in the Treasury 
Department. 

In respect to the other services, the most noteworthy 
changes are the increases in the cost of the Coast Guard, 
the Office of the Supervising Architect of the Treasuiy, and 
the Bureau of Customs. The expenditures of the Coast 
Guard show an increase from $12,810,056.74 in 1921 to 
$29,285,768.74 in 1930. This increase has resulted from the 
strengthening of this service through the addition of sev- 
eral cutters and smaller craft and personnel in order to 
enable it better to enforce the law against the illicit intro- 
duction of intoxicants. The increase in the expenditures of 
the Offices of the Supervising Architect, from $15,960,392.71 
in 1921 to $59,778,541.89 in 1930, was due to the extensive 
program of construction of public buildings for the housing 
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of the government services in and outside of Washington 
upon which the government has embarked. It is certain 
that for some years to come a still further expansion of cost 
under this head will be shown. The doubling* of the cost 
of the Customs Service, from $11,075,992.32 in 1921 to 
$22,589,548.99 in 1930, is to be accounted for by the general 
increase in the work of that service, though a part of this 
increase may likewise be charged against the increased 
duties thrown upon it in respect to the enforcement of the 
prohibition and narcotic control acts. 

War Department. The expenditure of the War Depart- 
ment, as has already been pointed out, after dropping 
something over $150,000,000, has remained remarkably 
constant, being but $336,107,886.45 in 1930 as against 
$348,559,454.17 in 1922. In respect to the item of non- 
military establishments, it should be borne in mind that 
this item covers only engineering and construction work 
for the government itself, the cost of other work in this 
field, such as that for the improvement of rivers and har- 
bors, flood control, and the like, which is for the benefit of 
the public being elsewhere shown under the heading of 
Public Works, one of the items of Non-Governmental Costs. 

Independent Establishments. It is when we turn to the 
group of Independent Establishments, however, that one 
of the greatest changes in the cost of government is to be 
found. The total cost of all these establishments combined 
increased during this ten-year period from $44,435,257.41 
in 1921 to $124,891,619.04 in 1930. This increase is to be 
accounted for in part by the creation of entirely new ser- 
vices for the performance of activities for the most part not 
previously engaged in, the Federal Farm Board, Personnel 
Classification Board, Federal Oil Conservation Board, and 
Board of Tax Appeals. A very large part of the increase, 
however, is due to the increase in the cost of administering 
the Veterans’ Administration, that increase being from 
$9,735,367.52 in 1921 to $88,069,561.56 in 1930. Other 
increases considerable in amount are those for the Library 
of Congress, the expenditures for which more than doubled, 



FEDEEAL EXPENDITURES 


141 


being $899,392.36 in 1921 and $2,317,844.42 in 1930; the 
Employees Compensation Commission, which increased from 
$168,109.96 in 1921 to $532,664.83 in 1930; the Tariff Com- 
mission, which showed an increase from $313,243.72 in 
1921 to $710,695.15 in 1930; the National Advisory Com- 
mittee for Aeronautics, which increased from $185,998.01 
in 1921 to $979,691.73 in 1930 ; the Civil Service Commis- 
sion, which increased from $668,272.07 in 1921 to $1,415,- 
846.86 in 1930; and the Interstate Commerce Commission 
which increased from $6,170,047.87 to $8,098,758.45 in 
1930. The apparent decrease in expenditures of the Gov- 
ernment Printing Office, from $8,438,230.47 in 1921 to 
$2,712,192.91 in 1930 was due to a change in the method 
of appropriating for this service. Prior to 1923 appropria- 
tions were made direct to the Government Printing Office 
sufficient in amount to meet the cost of all printing bills of 
the government. In 1923 the changed system was adopted 
of making appropriations for printing and binding direct 
to the administrative services for which such work was 
performed. The figures for this establishment for 1923 
and subsequent years represents, thus, the general costs 
of running this establishment and of executing printing 
for Congress. 


CHAPTER XII 


OTHER GOVERNMENTAL COSTS CLASSIFIED 
BY CHARACTER 

“Other governmental costs,” as has been set forth, 
embraces those expenditures which while constituting a part 
of governmental costs do not have anything to do with the 
cost of operating the government proper. These costs, while 
including a wide variety of payments, may be grouped under 
the following six heads: (1) Interest and Premium on the 

23. Other Governmental Costs, 


1921 

1922 

1923 

1924 

$999,144,731.35 

586,809,069.22 

8991,000,759.24 

715,231,480.79 

$1,055,023,889.61 

671,445,621.02 

$940,602,912.92 

578,405,679.21 

74,036,485.27 

107,332,561.66 

90,788,239.33 

99,752,770.67 

10,008,669.99 

59,154,262.98 

517,572.33 

10,662,569.95 

43,983,682.00 

552.501.81 

10,736,422.91 

52,225,554.54 

5,568,262.93 

10,933,817.69 

76,241,358.86 

5,476,9,54.11 

$1,720,670,791.14 

$1,868,763,546.35 

81,880,687,790.34 

$1,711,413,493.36 


Interest and premium on public debt. . 

!. Pensions, allowances, etc 

I. Grants-in-aid and surrender of income 
to states, territories, and depend- 
encies , 

1. Government of territories and depend- 
encies 

i. Public works 

i. Miscellaneous 


Total.. 


Public Debt, (2) Pensions, Allowances, etc., (3) Grants-in- 
Aid and Surrender of Income to States, Territories, and 
Dependencies, (4) Government of Territories and Depen- 
dencies, (5) Public Works, and (6) Miscellaneous. 

In Table 23 the payments made during the period covered 
are itemized under these six heads. 

Examining this statement it will be seen that the grand 
total of Other Governmental Costs, as above defined, has 
shown something of a tendency to decrease during the ten 
years covered by the statement, the total of such costs 
being $1,729,670,791.14 in 1921 and $1,571,672,752.42 in 
1930. This decrease has been wholly due to the lessened 
payments made on account of interest and premium on the 
public debt. This item alone amounted to nearly one billion 
dollars, or to be exact, $999,144,731.35, in 1921. Due to the 
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two operations of repayment of debt and refunding of debt 
at a lower rate of interest, this charge has steadily dimin- 
ished until, in 1930, it amounted to only $659,981,909.95, a 
reduction of $339,162,821.40 during the period. This large 
saving has, however, been largely offset by the mounting 
costs of other classes. Payments on account of Pensions, 
Allowances, etc., increased from $586,908,069.22 in 1921 to 
$689,864,441.37 in 1930; those for Grants-in-Aid and Sur- 
render of Income to States, Territories, and Dependencies 
from $74,036,485.27 in 1921 to $105,491,716.55 in 1930; and 
those for Public Works from $59,154,262.98 in 1921 to 
$98,773,652.36 in 1930. Judging from appropriations made 
for the fiscal years 1931 and 1932, there is every indication 


CLASBIiaED BY CHARACTER 


1925 

1926 

1927 

1928 

1929 

1930 

$881,806,662.36 

661,525,400.46 

$837,204,873.48 

662,250,185.28 

$794,130,822.46 

690,014,692.78 

$733,031,486.45 

690,379,046.42 

$679,696,480.74 

715,539,137.89 

$659,981,909.95 

689,864,441.37 

118,899,080,29 

118,515,618.82 

114,299,231.63 

108,669,048.12 

111,494.895.43 

105,491,716.55 

10.931.267.34 

79.762.850.34 
5,504,850,42 

11,377,205.44 

69,378,025.13 

5,422,272.66 

11,264,924.75 

65,624,339.34 

5,961,818.27 

11,219,231.49 

72,851,745.03 

50,766,038.48 

11,347,699.76 

83,338,415.24 

3,474,632.00 

11,345,004.86 

98,773,652.36 

6,216,967.33 

11,768.430,117.21 

$1,694,148,080.81 

$1,681,295,829.23 

$1,666,916,595.99 

$1,604,941,261.06 

$1,571,672,752.42 


that expenditures for these purposes will show a still further 
increase in years to come. 


Pensions, Allowances, etc. No further analysis of expendi- 
tures under the first heading. Interest and Premium on the 
Public Debt, is required. It is a matter of considerable 
interest, however, to know the items of expenditure covered 
by the other classes. Such an itemization is given for the 
class Pensions, Allowances, etc., in Table 24. 

The item Military and Naval Pensions covers all expendi- 
tures made for the pensioning of participants in the wars 
prior to the IVorld War and their dependents. The great 
bulk of these payments is on account of the Civil War and 
the Spanish-Anierican War, though some payments are still 
made on account of the War of 1812, the Mexican War, and 



FEDERAL EXPENDITURES 


145 


the Indian wars. It is significant that, though the Civil 
War came to a close over sixty-five years ago and the Span- 
ish War thirty-three years ago, the bill for pensions on their 
account still amounts to over two hundred millions annually 
and shows but little tendency to decrease. This is due to 
the fact that the decrease in payments resulting from the 
death of pensioners is offset by the constant enactment of 
new legislation liberalizing the system of pension payments.^ 

The payments made by the Veterans’ Administration 
represent expenditures in aid of the veterans of the World 
War. These expenditures, as will be seen, represent aid of 
various kinds — payments to the Adjusted Service Certifi- 
cate Fund for the purpose of providing the money with 
which to meet the payments called for by the maturing of 
the service certificates issued to the veterans in adjustment 
of their compensation upon a more liberal basis, expendi- 
tures for the hospitalization and medical aid of veterans and 
certain other minor payments, and expenditures for the 
vocational rehabilitation of veterans suffering from physical 
disabilities as the result of their services in the war. The 
total of these payments, it will be seen, w^hile remaining 
fairly stationary during the early years of the period, has 
increased rapidly during the later years, the total increase 
being from $324,163,302.96 in 1921 to $446,188,251.23 in 
1930. If past experience furnishes any guide, a still further 
increase may be expected in the future. The total for mili- 
tary pensions, allowances, and other aid for the veterans of 
all wars for 1930, $665,144,593.29, represents a sum exceed- 
ing the amount called for by interest on the public debt, and 
equalling one-half of the entire cost of operating the gov- 
ernment proper and about 23 per cent of the grand total of 
governmental costs. 

In 1920 Congress provided for the establishment of a 
retirement system for the civil employees of the govern- 
ment, to be financed in part by monthly deductions from 

^ For details regarding the number of pensioners and payments for 
pensions, classified bj’’ wars and character of pensions; that is, vet- 
erans, widows, etc., since the inauguration of the system, see annual 
reports of the Commissioner of Pensions. 
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the salaries of such employees and in part by contributions 
from the treasury. These payments, it was provided, should 
be paid into a special fund to be known as the Civil Service 
Retirement Fund whose assets, in so far as not needed to 
meet the annuity payments provided for, should be invested 
in interest-bearing securities. During the first few years of 
the operation of this system no payments were actually 
made by the government to this fund, the paj’-ments repre- 
senting the deductions from salaries being more than suffi- 
cient to meet annuity requirements. It was brought home 


24. Pensions, Allowances, 



1921 

1922 

1923 

1924 


$260,281,588.92 

$252,248,979.83 

$263,602,258.44 

$227,716,711.98 

2. Veterans’ Adnuuistration Payments 






101,049,138.97 

223,114,163.99 

178,809,861.14 

281,631,535.68 



3. Hospitalization, medical aid, and mis- 

405,003,858.91 

348,386,864.81 

Total Veterans' Administration 
Payments 

324,163,302.96 

460,441,396.80 

405,003,858.91 

348,386,864.81 

3. Employees' Compensation Commission 
payments 

2,364,177.34 

2,541.104-. 16 

2,839,503.67 

2,302,102.42 

4. Civil Service Retirement Fund 





5. Foreign Service Retirement Fund. 









Total 





$586,809,069.22 

$715,231,480.79 

$671,445,621,02 

$578,405,879.21 



to Congress, however, that this system was an unsound one 
from the actuarial standpoint, and that, if persisted in, 
would call for very large payments by the government in 
years to come. Beginning with 1929, provision was made 
for the government making payments annually to the fund, 
these payments being calculated on the basis of making up 
for the payments that should have been made in previous 
years. The figures opposite the item, Civil Service Retire- 
ment Fund, represents only those payments made by the 
government to the fund and furnishes no information 
regarding the operations of the fund or the retirement 
system.^ 

•’For .such information, see the annual reports of the Commissioner 
of Pensions and the annual reports of the Board of Actuaries on the 
operation of the system. Beginning with 1930 this information will 
be found in the annual reports of the Veterans’ Administration, 
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In 1924 a special retirement system was created for the 
Foreign Service of the Department of State on the same 
general plan of the general system just described. It is, 
however, on a somewhat more liberal scale as regards the 
annuities provided for. The cost to the government of these 
two retirement systems now amounts to something over 
twenty millions of dollars annually, a cost which will 
probably increase slowly with the passing years. 

It is not out of place to note that payments indicated by 
the table do not include all payments made by the govern- 


Etc., Classified by Kind 


1925 

1926 

1927 

1928 

1929 

1930 

$217,776,794.21 

$206,673,802.00 

$229,956,741.00 

$228,696,993.89 

$229,549,430.04 

$218,956,342.06 

100,000,000.00 

120,000,000.00 

116,000,000.00 

112,000,000.00 

112 . 000, DOOM 

112,000,000.00 

341,293,240.26 j 

323,243,415.12 i 

341,263,930.07 

346,414,659.91 

350,284,005.79 

334,188,251.3,3 

441,293,240.26 

443,245,415.12 

457,263,930.07 

458,414,559.91 

462.284,005.79 

446,188,251.23 

2,456,371.99 

2,330,968.16 

2,794,021.71 

3,267,492.62 

3,542,702.06 

4,003.848.08 





19,950,000.00 

20,600,000.00 









213,000.00 

216,000.00 

$661,525,406.46 

1 

$652,250,183.28 

■ 

$690,014,692.78 

$690,379,046.42 

$715,539,137.89 

$689,864,441.37 


ment to retired employees. It does not include the pay of 
retired army and navy officers, commissioned officers of the 
Public Health Service and of the Coast Guard, and federal 
judges. These payments are included in the items for the 
pay of the existing personnel and treated as a part of the 
cost of operating those services. 

Grants-in-Aid and Surrender of Income to States, Territories, 
and Dependencies. The group heading Grants-in-Aid and 
Surrender of Income to States, Territories, and Dependen- 
cies, has for its purpose to make known the extent to which 
the national government has adopted the policy of extend- 
ing financial aid to these political divisions. The items listed 
under this head fall into two classes: “grants-in-aid,” and 
"‘surrender of income." 
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By “grants-in-aid” is meant the payments from the fed» 
eral treasury to the states of money to be used for certain 
specified purposes upon the condition that the states will 
expend a like amount for such purposes and meet certain 
other conditions. The policy is often described as that of 
the matching of the dollar plan. It has been employed in 
the following seven instances : 

1. Grants for the support of Colleges of Agriculture and 

Mechanic Arts in pursuance of the First Morrill Act 
of July 2, 1862, the Second Morrill Act of August 
30, 1890, and the Nelson Amendment to the Agricul- 
tural Appropriation Act of March 4, 1907. 

2. Grants for the establishment and maintenance of 

agricultural experiment stations by state colleges 
of agriculture and mechanic arts in pursuance of 
the Hatch Act of March 2, 1887, the Adams Act of 
March 16, 1906, and the Purnell Act of February 
24, 1925. 

3. Grants for the operation of a so-called extension ser- 

vice to furnish “useful and practical information on 
subjects relating to agriculture and home economics 
and to encourage application of the same through 
the state colleges of agriculture and mechanic arts” 
in pursuance of the Smith-Lever Act of May 8, 
1914, and the Capper-Ketcham Act of May 22, 1928. 

4. Grants for the promotion of vocational education in 

pursuance of the Smith-Hughes Act of February 23, 
1917, and the act of February 5, 1929. 

6. Grants for the promotion of the rehabilitation of per- 
sons injured in industry in pursuance of the Smith- 
Bankhead Act of June 2, 1920, and the act of June 
5, 1924. 

6. Grants for the promotion of maternity and infant 

hygiene and welfare in pursuance of the Maternity 
and Infancy or Sheppard-Towner Act of November 
23, 1921. 

7. Grants for the construction of rural post roads in 

pursuance of the Federal Aid Road Act of July 11, 
1916, and supplementary acts. 
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The heading, Surrender of Income to States, Territories, 
and Dependencies, is intended to cover all those cases where 
the federal government has for one reason or another pro- 
vided for turning over to the states and dependencies certain 
items or certain portions of items of its income. The cases 
where it has made such provisions are the following : 

1. When provision was made for the civil government of 

Porto Rico by the so-called Foraker Act of April 12, 
1900, that island came under the operation of the 
customs system of the United States, and ever since 
then federal officers in the island have collected the 
regular customs dues on foreign goods entering its 
ports. Partly in order to give financial aid to that 
new dependency, but, primarily, because it seemed 
to be only equitable that the island should have the 
benefit of all locally collected income, provision was 
made in this act that all customs collections, after 
deduction of the expense of collection, should be 
turned over to the insular treasury, and this has 
since been done. The same provision was not made 
in the case of the Philippines, since that depen- 
dency was exempted from the provisions of federal 
customs acts and given permission to organize a 
customs service of its own. 

2. Later it was decided that a similar policy should pre- 

vail in respect to all excise taxes collected by the 
federal government on Porto Rican products, the 
most important being tobacco, cigars, and ciga- 
rettes, even though such collections might actually 
be made in the United States on such products enter- 
ing the United States from that island. By act of 
March 2, 1917, it was accordingly provided that all 
such excise tax collections should be refunded to the 
insular treasury. Provision for according the same 
treatment to the Philippines had already been made 
by the tariff act of August 5, 1909. 

3. There has always been a claim on the part of the 

western states in which the bulk of the public do- 
main is located that they had a proprietary interest 
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in such domains greater than that that could be 
claimed by the other states. They based this claim, 
not only on the fact that such domain was a part of 
their territory, but that this domain, being federal 
property, was not subject to state taxation, a serious 
matter when it constituted a large part or even the 
majority part of the total territory of the state. 
This claim has been in part acquiesced in by the 
federal government and the following provisions 
have been made for surrendering to the state, in- 
come derived from the operation or sale of the 
public domain. 

By a series of acts beginning as early as 1820 pro- 
vision was made for turning over to the states and 
territories specified, 5, 3, or 2 per cent of the net 
proceeds of the sales of all public lands lying within 
their limits to be used by them “for the purpose of 
education or of making public roads and improve- 
ments.” ® 

By acts of April 10, 1869, and May 4, 1870, Con- 
gress granted certain public lands to a railroad com- 
pany as an aid to it in the construction of a railroad 
from Portland, Oregon, to the northern boundary 
of California and from Portland to Astoria and 
McMinnville in Oregon, imposing at the same time 
certain conditions in respect to sale of such lands. 
These provisions were violated by the railroad com- 
pany, as the result of which the national govern- 
ment by suit, which went to the Supreme Court 
of the United States and was decided in favor of 
the national government, and by subsequent legis- 
lation secured revestment of title to the unsold lands 
and a readjustment of the financial obligations 
growing out of the railroad company’s violation. 

® In general, a separate act was passed in respect to each state and 
territory. The percentage fixed was probably calculated as one to 
correspond in a rough way to the tax that might have been collected 
on such lands had they been privately owned, and the payments them- 
selves were looked upon more or less as in lieu of the payment of 
taxes. The accounts carry these payments under the heading, “Five, 
three and two per cent fund to states.” 
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This settlement, the provisions of which are too 
complicated to permit of reproduction here, pro- 
vided for certain payments representing taxes and 
net proceeds to the States of California and Oregon.^ 

4, The claim that the states and territories in which the 
national forests are chiefly located should partici- 
pate in the income derived from the exploitation of 
such forests has always been especially strongly 
urged. The acts providing for the administration of 
this part of the public domain by the Forest Service 
thus provide for the turning over of certain portions 
of this income to these states. An act approved on 
March 4, 1907, thus provides that “ten per cent of 
all moneys received from each forest reserve [for 
sale of timber or any other source of forest reserva- 
tion revenue] during any fiscal year . . . shall be 
paid at the end of the fiscal year in which collected 
to the state or territory in which said reserve is 
situated, to be expended by the state or territory as 
the legislature may prescribe for the benefit of the 
public schools and public roads of the counties in 
which the forest reserve is situated."' By act of 
June SO, 1924, this percentage was Increased to 
twenty-five. 

Under the provisions of an act of June 20, 1910, 
certain sections of the national forests were granted 
to the states of New Mexico and Arizona but with 
the provision that they should be administered by 
the Forest Service. This act provides that at the 
end of each fiscal year the Secretary of the Treas- 
ury shall pay to these states for their common 
school funds such proportion of the gross income 
of all national forests within such states as the 
area of the sections so granted for school purposes 
bears to the total area of all the national forests 
within those states.® 

* The accounts carry these payments under the heads of “Oregon 
and California Land Grant Funds” and “Payment of Taxes on For- 
feited Oregon and California Lands.” 

® In the accounts this payment is carried under the heading, “Ari- 
zona and New Mexico School Funds.” 
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5. The Mineral Leasing Act of February 26, 1920, hav- 

ing for its purpose to subject the whole matter of 
the granting of leases for the extraction of minerals 
from lands constituting a part of the public domain, 
provided for the distribution of the proceeds derived 
from such leases in the following way : to the Recla- 
mation Fund 70 per cent of past production and 
52^/4 per cent of future production; to the general 
fund of the treasury 10 per cent of both past and 
future production, and to the states in which the 
minerals extracted were located, for public roads 
or suport of schools as the legislature might direct, 
20 per cent of past production and 371/2 per cent of 
future production.® 

6. The Water Power Act of June 10, 1920, made pro- 

vision for the control and utilization of the water 
power of the public domain and the navigable waters 
under the jurisdiction of the national government, 
and created the Federal Power Commission as the 
agency to exercise such control. This act provided 
that the income received from leases in the form 
of royalties or otherwise should be distributed as 
follows : all receipts from Indian reservations to be 
placed to the credit of the Indians of those reserva- 
tions ; and all other receipts to be divided as follows : 
50 per cent to the Reclamation Fund, 121/) per 
cent to miscellaneous receipts of the general treas- 
ury, and 371/2 per cent to the states from which re- 
ceived. Due to this provision there is turned over 
to the states a steadily increasing sum representing 
their apportioned share of the increase derived from 
water power leases. 

"This act covers all mineral and oil receipts except those from 
Alaska and from lands within the naval petroleum reserves, which 
receipts are covered into the general treasury as miscellaneous re- 
ceipts. The terms “past” and “future” production probably are 
intended to mean receipts from leases entered into prior to and sub- 
sequent to the passage of the act. 
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Table 25 sets forth the payments made by the national 
government to the states under each of these two heads dur- 
ing the ten years covered by this study. 

From this table it will be seen that the only material 
change that has taken place during this period is in respect 
to the item of grant of funds for the construction of so-called 
rural post roads, which item shows an increase from 
$67,452,056.48 in 1921 to $77,890,757.81 in 1930. 

Government of Territories and Dependencies. In general, it 
is the policy that each dependency shall defray the expenses 
of its own government from its own income. By way of 
exception to this, the federal government, however, under- 
takes to pay certain items of cost of the government of the 
National Capital and of the territories and dependencies. 
The most important instance of where this is done is in the 
case of the government of the District of Columbia. Due to 
the fact that Washington is the capital and that the national 
government, in its public buildings and grounds, is a holder 
of real estate running into the hundreds of millions of dol- 
lars in value that is exempt from local taxation, and that it 
is the direct beneficiary of the services of the local govern- 
ment, there is a unanimity of opinion that the national gov- 
ernment should contribute to the support of the local or 
District government. For some years the national govern- 
ment undertook to pay 50 per cent of the cost of the District 
government. In 1925 this payment was changed to the lump 
sum of $9,000,000. Beginning with 1931, which year is not 
covered by this study, this payment was increased to 
$9,500,000. The amount of the contribution that should be 
made by the national government for the support of the 
District government has long been a matter of dispute, and 
efforts have been made to arrive at a formula that would 
represent an equitable adjustment. Up to the present time, 
hov/ever, it has been impossible to agree upon any such 
formula. 

The payments on account of Alaska are for the salaries 
and expenses of presidential appointees, such as the Gov- 
ernor, expenditures for the construction of roads and trails, 
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and certain other minor pasnments. This represents a depar- 
ture from the general principle adopted by the national 
government of having each dependent territory meet its 
expenses from its own income and is justified by the small- 


25. Grants in Aid and Surrender op Income to States, 



1921 

1922 

1023 

1924 

1. Granta-in-Aid 

1. State opllegea of agriculture and me- 

§2,500,000.00 

82,500,000.00 

82,550,000.00 

§2,550,000.00 



5,031,577.73 

2,008,413.78 

468,819.30 

5,474,049.60 

3,726,006.27 

255,711.15 

217,138.68 

91,663,149.69 

5,810,349.45 

5,334,415.34 

503,188.75 

602,037.04 

72,147,882.73 

5,820,816.89 

4,853,470.92 

558,672.48 

720,694.79 

80,969,376.43 


5. Rehabilitation of persona bjured in 

6. Maternity and infancy, hygiene and 


57,452,056.48 


68,361,807.29 

103,826,055.19 

86,947,873.91 

95,473,031.51 

2. Surrender of Income 

1. Excise taxes, Porto Rico 

1,919,029.78 

3,597.96 

2,011,162.55 

13,942.67 

138,193.03 

1.586.20 

331,129; 15 

19,390.57 

36,277.62 

76,413.40 

2,488.08 

444,307.76 

14,395.31 

25,658.91 





4. Additional income tax, Alaska Rail- 

18,358.28 

2,461.98 

6. Public Lands 

1. Five, Three, and Two Per cent 

Funds 

2. Coos Bay and Oregon and Cali- 

fornia Land Grant Fund 

3. Payment of taxes on forfeitures, 
Oregon and California lands . . . 





Total Public Lands 





138,193.03 

36,277.62 

25,058.91 

2,461.68 

6. From National Forest 

1. Payment to states and territories. 

2. Arizona and New Mexico School 

Funds 

1,180,063.13 

73,229.75 

1,023,083.81 

59,596.18 

846,442.41 

35,374.20 

1,371,550.15 

Total National Forest 


1,253,292.88 

1,082,679.99 

881,816.61 

1,371,550.15 

7, Payments to Alaska, Alaska Fund. . 

8. Payments to states under Mineral 

and Oil Leasing Acts 

335,399.11 

227,796.94 

1,806,806.03 

90,604.97 

2,304,560.38 

104,966.02 

2,781,004.92 

1,397.81 

5). Payments to states from water power 
linenKes 


Total Surrender of Income. . . 

TOTAL fl!U.NrS-m-Al» .iND SUimilNMlR 
OF INCOiOJ, ETC 




5,674,617.98 

3,606,506.37 

3,840,365.42 

4,279,739.16 

574,036,485.27 

$107,332,561.56 

§90,788,239.33 

§99,752,770.67 



ness of Alaska’s income in comparison with the extent of 
its territory and its governmental obligations. 

The payments to Hawaii represent the salaries and cer- 
tain expenses of the Governor and Secretary, who are presi- 
dential appointees, and a fixed contribution of $30,000 every 
other year toward meeting the expenses of the territorial 
legislature. 
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The payments to the Virgin Islands represent the cost of 
civil administration of those islands by the Navy Depart- 
ment over and above local income collected by that Depart- 
ment. No corresponding item is shown for Guam, due to 


Terkitories, and Dependencies, Classified by Kind 


1925 

1926 

1927 

1928 

1929 

1930 

$2,550,000.00 

1,400,000.00 

5.869.605.00 

5.917.052.01 

556.062.31 

884.310.31 
95,336,693.12 

$2,550,000.00 

2,400,000.00 

5,879,083.90 

6,595,036.81 

548,709.35 

955,320.09 

88,479,975.75 

$2,550,000.00 

2,873,784.01 

5,879,183.10 

6,537,630.85 

666,450.68 

1,055,900.45 

82,974,910.29 

§2,550,000.00 

3,367,056.00 

5,878,436.62 

6,731,084.71 

612,817.01 

1,029,705.89 

82,514,554.57 

$2,650,000.00 

3,840,000.00 

7,150,974.82 

6,800,911.12 

680,867.10 

1,218,120.44 

84,006,619.00 

$2,550,000.00 

4,335,000.00 

7,539,786.13 

7.454,596.46 

801,173.66 

77,890,757.81 

112,503,722.75 

107,408,124.90 

102,437,859.38 

102,673,654.80 

106,247,492.48 

100,571,314.06 

117,830.70 






4,190.82 

2,294,545.44 

15,573.74 

16,547.11 

3,901,088.64 

6,927. M 
694,569.33 

15,784.13 

21,267.72 

240.05 

6,102,853.49 

6.47 

527,975.32 

18,827.34 

13,893.36 

248,838.47 

1,130,072.68 

8,483.26 

377,684.96 

14,658.19 

19,245.35 

1,415,930.79 

17.85 

566,092.21 

13,617.52 

18,291.68 

1,023,157.49 


20,398.02 

17,008.17 






17,008.17 

3,917,635.75 

6,124,361.26 

1,392,804.51 

1,435,176.14 

1,041,449.17 

1,301,848.22 

44,503.87 

1,242,953.93 

28,321.76 

1,285,523.44 

13,567.25 

1,285,216.95 

26,198.94 

1,350,928.95 

35,854.67 

1,565,032.06 

41,243.00 

1,346,352.09 

1,271,275.69 

1,299,090.69 

1,311,415.89 

1,386.783.52 

1,606,275.06 

235,548.28 

4,656,157.21 

2,063.07 

139,332.97 

3,460,458.37 

4,381.14 

245,361.87 

3,475,287.32 

189,789.90 

2,538,834.13 

15,739.76 

196,435.62 

1,820,238.53 

7,942.73 

250,559.31 

1,429,616.23 

12,875.14 


6,395,357.54 

11,107,393.92 

11,861,372.25 

5,995,393,32 

5.247,402.95 

4,920,402.49 

$118,899,080.29 

$118,515,518.82 

$114,299,231.63 

$108,669,048.12 

Sill, 494,895. 43 

$105,491,716.56 


the fact that that island has been administered largely as a 
naval station and its expenses are consequently included in 
the general expenses of maintaining the naval establishment. 
It is of interest to note that the federal government makes 
no contribution toward meeting the expenses of local gov- 
ernment in the Philippines and Porto Rico, not even paying 
the salaries of the Governor and other presidential ap- 
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pointees. It has, however, recently voted several millions 
as a gift to Porto Rico to enable the Island to repair in 
part the great physical damage caused by the disastrous 
hurricane of 1928. 

The expenditures of the federal government for meeting 
the expenses of the local governments of these dependencies 
are set forth in Table 26. 

In considering this table, it should be noted that the 
expenditures here shown do not include the expenditures 
made by the national government in carrying on its own 
activities in or in respect to these territories, such, for 
example, as the payment of the salaries, mileage, etc., of 


26. Expend iTUEER for Government 



1921 

1922 

1923 

1924 

1. District of Columbia, . . 

59,218,092.97 

746.229.01 

44.348.01 

59,187,792,98 

1,115,522.15 

15,804.82 

$8,910,086.05 

1,435,996.86 

46,900.00 

$9,130,457.63 

3. Hawaii 

1,463,111.84 

4. Virgin Islands 

16,248.12 

324,000.00 



343 ,440.00 

343,440.00 

Total 

510,008,669.99 

$10,662,559.95 

510,736,422.91 

510,933,817.59 


the delegates from the territories, the Philippines, and Porto 
Rico in the House of Representatives, the expenses of the 
federal^ courts in those territories, the expenses involved in 
the maintenance of military and naval establishments, light- 
houses, agricultural experiment stations. Weather Bureau 
stations, and the like. All of these are expenditures in main- 
taining and operating the federal government, and are 
included in the figures showing expenditures for the main- 
tenance and operation of the legislative establishment, the 
judicial establishment, and the several departments, bureaus, 
etc., of the administrative establishment. The expenditures 
here shown thus represent merely payments having to do 
with the maintenance and operation of the local govern- 
ments of the several dependencies- 

Public Works. The item Public Works covers only those 
works of a construction character that have for their pur- 
pose to minister to the needs of the general public. The cost 
of all construction work for the government itself, to which 
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the designation ‘‘government construction work’’ might be 
given, such as public buildings, lighthouses, hospitals, and 
the like, is included in the cost of operating the government 
proper. 

Public works, as thus defined, consist primarily of the 
improvement of navigable waters, including in such term 
the occasional construction and maintenance of canals. Both 
the construction and maintenance of these works are under 
the Chief of Engineers of the War Department. The ex- 
penditures of the government during the period covered for 
works of this character are shown in Table 27. 

In this table, it has been thought of interest to segregate 


OF Teekitoeies and Dependencies 


1925 

1926 

1927 

1928 

1929 

19.30 

$9,000,000.00 

1,614,749.68 

46,367.06 

270,150.00 

$9,000,000.00 

1,977,150.53 

16,598.44 

383,450.47 

$9,000,000.00 

1,937,917.72 

49,975.76 

277,031.27 

$9,000,000.00 

1,918,570.30 

19,679.63 

280,981.56 

$9,000,000.00 

2,037,927.03 

50,430.86 

259,341.87 

$9,000,000.00 

2,010,620.80 

20,460.63 

313,983.63 

$10,931,267.34 

$11,377,205.44 

$11,264,924.75 

$11,219,231.49 

$11,347,699.76 

$11,345,064.86 


and show separately the expenditures made for the control 
of floods of the Mississippi due to the fact that this work 
is one of such magnitude and is likely to call for large 
expenditures in the future. For somewhat the same reason 
expenditures on account of Muscle Shoals Dam No. 2 are 
separately shown. These expenditures, however, throw little 
or no light on the total cost of the Muscle Shoals project as 
a whole, since expenditures for it were primarily met from; 
the general fund placed at the disposal of the President for 
the effective prosecution of the war. 

The most important fact brought out by this table is the 
tendency that is shown steadily to increase expenditures for 
river and harbor improvement work and the execution of 
the project for the control of the flood waters of the Missis- 
sippi. In the first three years of the period expenditures for 
the first of these two objects averaged approximately 
$40,000,000 a year. In the following year, 1924, these 
expenditures jumped to slightly over $56,000,000, they re- 
mained at between $50,000,000 and $60,000,000 during the 
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ensuing years 1925 to 1929, inclusive, and increased to 
167,468,247.47 in 1930. In 1927 occurred the disastrous 
Mississippi flood. Following it the government determined 
to take steps to prevent its recurrence, almost regardless of 
the cost that might be involved. The cost entailed in putting 
into execution the control plan adopted is reflected in the 
large expenditures shown for 1929 and 1930, $25,340,026.35 
and $31,060,904.94. Taking all public works together the 
total expenditures of the government in 1930 amounted to 
nearly one hundred millions of dollars, much the highest 
figure ever disbursed for such work in any year of its 
history. 


27. Expenditures for Public Works 



Rivers 

Mississippi 

Muscle 



and 

Flood 

Shoals 

Total 


Harbors 

Control 

Dam No. 2 


1921 

$46,541,933.48 

$12,612,329.50 


$59,154,262.98 

1922 

34,880,417.31 

9,103,264.69 


43,983,682.00 

1923 

40,118,965.55 

8,894,009.41 

$ 3,212,579.68 

62,225,554.54 

1924 

56,588,967.71 

8,489,065.53 

11,163,325.62 

76,241,358.86 

1926 

66,486,565.60 

14,689,318.32 

9,687,976.42 

79,762,860.34 

1926 

54,831,823.14 

12,178,061.40 

2,368,140.59 

69,378,026.13 

1927 

61,281,238.95 

11,691,062.59 

2,752,037.80 

66,624,339.34 

1928 

68,869,976.09 

13,271,218.68 

710,551.26 

72,851,746.03 

1929 

57,718,334.65 

25,340,026.36 

330,054.24 

83,388,415.24 

1930 

67,468,247.47 

31,060,904.94 

264,499.95 

98,773,652.36 


Miscellaneous. The final group heading, Miscellaneous, is 
intended to cover all expenditures not falling under one of 
the other heads. In general the amount of expenditures 
under this head is relatively unimportant, though occasion- 
ally some special expenditure of a considerable sum will be 
included. One item appearing each year is that of $250,000 
representing the annual payment to the Republic of Panama 
in pursuance of Article 14, of the treaty of November 18, 
1903, with that country, by which the United States acquired 
the right to build the Panama Canal. A further item of 
$5,000,000 appears in each of the five years 1928 to 1927, 
inclusive, representing the payment to the Republic of 
Columbia of the $25,000,000 provided for by Article 2 of 
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the treaty of April 6, 1914, with Columbia, by which all 
outstanding differences between the United States and that 
country growing out of the acquisition of the right to build 
the Panama Canal were finally adjusted. This treaty was, 
however, not finally ratified by the United States Senate 
until 1921 and the payments did not begin until 1923. 


CHAPTER XIII 


NET EXPENDITURES ON ACCOUNT OF SPECIAL 
BUSINESS ENTERPRISES 

“Special business enterprises,” by which is meant those 
undertakings of the government which are analogous to 
those carried on by private corporations for gain and which 
are operated on the general principle of having their ex- 
penditures for operation met as far as possible from the 
income produced by them, are of so special a character that 
it is highly desirable that an account of their receipts, 
expenditures, assets, and liabilities shall be segregated from 
those of government generally in order that inf oimation may 
be had regarding: (1) The financial results of the operation 
of each such enterprise; and (2) the extent to which their 
operation, individually and collectively, produce a net return 
that may be covered into the general treasury as a relief to 
the sum to be raised by taxation or other dues, or a deficit 
that will have to be met from the funds so raised. The first 
item of information can only be secured by a special study of 
the operations of each of these enterprises in which account 
is taken of such accounting distinctions as expenditures for 
capital outlay and expense, depreciation of fixed property 
and the like. The second, however, can be secured by bring- 
ing into comparison the total disbursements from the gen- 
eral treasury on account of these enterprises, whether for 
capital outlay or expense, and their total receipts actually 
covered into the general treasury. Such a comparison has 
been made in Table 28. 

Although the caution has already been given, it should 
again be emphasized that the figures given in this table by 
no means represent the results of the operations of these 
undertakings from a commercial accounting standpoint. 
Thus, for example, should an enterprise produce a real 
surplus or net gain as the result of its operations during a 
160 
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year but, instead of surrendering it to the general treasury, 
retain it as an addition to its working capital or invested 
in extending its plant, such surplus would not appear in the 
figures here given. In like manner, if an undertaking pro- 
duced a real surplus as the result of its operations during a 
year but received from the general treasury during that 
year money in excess of such gain in pursuance of appropri- 
ations for additional capital outlay, the results of its opera- 
tions during the year, in so far as the general treasury was 
concerned, would be an excess of payments from the general 
treasury over receipts received. In a word, the figures here 
given represent only one thing : the extent to which each of 
these undertakings, and all combined, entailed a net charge 
upon the General Fund of the treasury, or the reverse.^ 

The first fact to be noted in examining this table is that 
the burden imposed upon the general treasury by these en- 
terprises was much heavier in the earlier years, and par- 
ticularly in 1921, than in the later years. In 1921 these 
enterprises taken as a whole entailed a draft upon the 
general treasury to the extent of $642,388,593.13, while in 
1930 they called for but $98,067,135.26. This great improve- 
ment is to be accounted for by the rapid liquidation that took 
place in respect to certain of the enterprises that were set 
up as a feature of war efforts of the government. In 1921, 
for example, the net disbursements on account of the 
Emergency (Merchant) Fleet Corporation were $92,859,- 
769.08 and in 1922, $86,100,165.07. In the years immedi- 
ately following great progress was achieved in liquidating 
the affairs of this corporation with the result that the net 
outgo for it in 1930 was but $22,272,705.82. In 1921 the 
Railroad Administration made a draft upon the general 
treasury to the extent of $39,816,867.31. Here too, we have 
to do with a service that was undergoing liquidation. A 

^ In a work now in preparation, dealing with the whole problem of 
the organization and administration of special business enterprises 
as such problem concerns the national government, the attempt will be 
made, by the construction of balance sheets and operating statements 
in which approved accounting distinctions are made, to show the 
sums invested in these enterprises by the government and the financial 
results of their operations from the commercial standpoint. 
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great drop took place in 1922 and subsequent years, with 
the result that in 1930 this Administration not only made 
no demands upon the general treasury but had an excess 
of receipts which were surrendered to the treasury to the 
amount of $4,746,858.97. The expenditure entailed by these 
two services created during the war was to a slight extent 


28. Net Results of Oi’eration op Special 



1921 

1022 

1923 

1924 

1. Excess of Expenditures over Receipts 

3140,556,5.54.40 

4,575,148.98 

92,859,769.08 

$76,571,5.55.97 

$40,911,538.90 

$21,475,672,70 



86,100,165.07 

28,308,605.97 

11,882,306.77 



389,8i6,867.3i 

9,560,868.11 

4,764,990.85 

22,694,85i.62 

4,358,171.51 

3.951,625.37 

736,138.03 

39,601,847.52 

4,472,592.85 

29,387,57^88 

2.837,289.59 











10. Inland Waterways Corporation 



2,469,827.47 

2,515,451.82 

994,851.61 

197,803.02 






Total Excess of Expenditures 






644,604,026.20 

195,927,957.39 

114,289,396.85 

65,780,630.96 

2. Excess of Receipts over Expenditures 

1. Postal Service 





2. Panama Canal 


9,229,679.36 

14,221,081.88 

18,887,436.51 

3. Merchant Fleet Corporation 


4. Housing Corporation 

iho.isiis 

j 

4,944.92 

1,757,483.00 

1,159.39 

845,463.29 

1,353,666.29 

5. ^ilroad Administration 

6. Alaska Railroad 

7. Reclamation Service 

S. Center Market, District of Columbia. 
9. Grain Corporation 

10. Inland Waterways Corporation 

11. War Finance Corporation 

12. Sugar Equalization Board 

Total Excess of Receipts over 
Expenditures 



1,102,706.80 

65,236.29 

iio.oio.so 

93,667.60 









1 2,215,433.07 

10,988,321.75 

16,234,490.26 

20,444,780.30 

TOTAL OPDRATING COST TO THE 
GOVERNMENT (NET) . 

■ 

j $642,388,593.13 

$184,939,635.64 

$98,034,906.59 

$45,335,870.66 



met by an excess of receipts received from two other war 
corporations, the Housing Corporation and the Grain Cor- 
poration, both of which were undergoing liquidation. The 
Grain Corporation was completely liquidated in 1922. The 
Housing Corporation produced an excess of receipts which 
w^ere surrendered to the treasury, varying generally from 
one to something over two million, and amounting, in 1930, 
to $840,228.09. 

Turning now to the more permanent special business 
enterprises, it will be seen the most important of these, the 
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Postal Service, produced a deficit for each of the years of 
its operation during this period. The deficit was unusually 
large in 1921 and 1922, amounting to $140,556,554.40 and 
$75,571,555.97, respectively. Thereafter, the showing was 
much improved for a number of years, but in the last two 
years, 1929 and 1930, the deficit again amounted to large 


Business Enterprises, Classified bt Enterprise 


192S 

1926 

1927 

1928 

1929 

1930 

533,405,434.20 

$50,075,868.81 

$27,452,228.89 

$32,356,895.27 

$137,780,400.68 

$91,751,233.96 

,38,446,382.33 

16,582,160.24 

18,559,724.92 

28,632,637.71 

11,315,969.68 

22,27^705.82 

2^ 643,301.00 
2,100,697.67 

3,348,427.83 

1,464,392.97 

1,041,147.28 

1,572,246.18 

2,546.654.30 




1,321,515.63 

2,602,479.08 

1,124,786.85 

4,050,456.44 

i,63i27i.74 

5,055,979.38 









100,299.09 























97,696,114.29 

71,470,849.85 

51.172,001.57 

64,813,427.69 

154,271,613.05 

120,713,190.90 







18,427,071.89 

14,886,545.14 

17,235,746.16 

17,685,485.69 

19,086,799.95 

16,943,101.34 

2,369,987.62 

2,220,605.32 

1,034,253.67 

1,164,049.82 

619,721.67 

940,603.30 

1,958,360.11 

840,228.09 

4,746,858.07 




3,438,147.81 i 
95,396.48 

6,366,069.03 

83,928.38 





84,114.28 

96,067.20 

119,989.16 

115,867.24 


83.23 

95.81 




















19,330,603.80 

22,. 567, 13 1.10 

18,354,209.92 

19,505,304.28 

22,104,712.52 

22,646,055,64 

$78,365,510.49 

$48,913,718.75 

832,817,791.65 

845,248,123.41 

$132,166,901.13 

$98,067,135.26 


sums, being $137,780,400.68 in 1929 and $91,751,233.96 in 
1930.2 


“In arriving at these figures, the total expenditures of the Post 
Office Department, contrary to the practice followed by the accounting 
officers of the government, have been added to the expenditures of the 
Postal Service. Even after this is done, the statement still fails to 
include all expenditures properly chargeable against the cost of the 
postal system if a true figure regarding the net cost of this enterprise 
is to be secured. It thus does not include the cost of the construction 
of post offices or the cost of the operation of such buildings, which 
costs are included in the cost of operating the Office of Supervising 
Architect of the Treasury Department, the service which has charge 
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The Alaska Railroad likewise imposed a net charge upon 
the general treasury for each year of the period, such charge 
amounting to $9,560,868.11 in 1921 and $1,633,271.74 in 



13. Special Business EntspvPrises, Combined, Net Oper.'Sltion Results 
(Frcm Table 28) 


of the construction and custodial care of post offices and other public 
building’s. The fact that these buildings are occupied by services of 
the government other than the Post Office Department make it a mat- 
ter of such difficulty to segregate the cost pi'operly chargeable against 
the Postal Service, that the attempt to do so has not been made. On 
the other hand, the Postal Service is not credited with services ren- 
dered by it in various ways, such as the transportation of mail without 
charge under the franking pxnvilege, the compensation of American 
vessels for the transportation of mail at a rate making it in effect a 



. Special Business Enterprises,. Individual, Net Operating 
Results 

(Prom Table 28) 
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1930. This charge, particularly during the earlier years of 
the period, is to be accounted for in part by expenditures for 
capital outlay in the way of substituting steel for wooden 
bridges and other permanent improvements. 

The Panama Canal, on the other hand, produced a sur- 
plus for each year with the exception of 1921, a surplus 
which, in 1930, amounted to $16,943,101.34. 

The Inland Waterways Corporation, though originally 
set up as a war enterprise to enable the government better 
to meet its transportation needs resulting from its entrance 
into the World War, instead of undergoing a process of 
liquidation has rather undergone during this period a 
process of development. During the earlier years it w^as 
operated at a deficit, but in more recent years it has had an 
income approximately balancing its outgo in so far as drafts 
upon the general treasury are concerned. It should be 
noted, however, that during recent years several millions of 
dollars have been turned over to it by the treasury in the 
form of payments made for additional capital stock issued. 
These payments of the treasury, which are in the nature of 
investments, however, appear under the head of Invest- 
ments, which is one of the items of Non-Governmental 
Costs. 

The War Finance Corporation, Sugar Equilization Board, 
and Grain Corporation have been listed in the statement 
simply for memorandum purposes, little or no account being 
taken of the results of their operation, since these bodies 
have been financed through the purchase by the general 
treasury of their capital stock, the expenditures for this 
purpose being thus shown in the statements given in this 
study as Investments under the general heading of Non- 
Governmental Costs when such investments were made dur- 
ing the period covered. 


subsidy, etc. In 1930 Congress passed an act requiring that the value 
of each of these services should be annually estimated and account 
taken of them in rendering the accounts. In the future it will thus 
be possible to determine in a mo^re approximate way than formerly the 
extent to which the Postal Service is paying its way. For the fi-seal 
year ended June 30, 1930, the value of the services thus rendered was 
ofiicialiy estimated at $39,669,718,39. — Secretary of the Treasury, An- 
nual Eeport, 1930, p. 433. 


CHAPTER XIV 


NON-GOVERNMENTAL COSTS CLASSIFIED BY 
CHARACTER 

“Non-governmental costs” embrace those disbursements 
of the government which can not, by even the broadest inter- 
pretation of the term, be treated as parts of the cost of 
maintaining and operating the government or of rendering 
service in the way of payment of pensions, grants-in-aid, 
etc. These disbursements are of two kinds: (1) Those hav- 
ing for their purpose the retirement of the public debt ; and 
(2) those representing the investment of public funds in 
the way of the purchase of interest-bearing securities or 
the making of loans to be repaid with interest at a future 
date. The latter may be still further classified under the 
following heads: (1) Obligations of Foreign Governments, 
(2) Securities of Subsidiary Corporations, (3) Advances to 
Government Agencies for Loaning Purposes, and (4) Other. 

The payments of the government during each of the years 
covered under each of these heads are set forth in Table 29. 

In a subsequent chapter, Chapter XVII, is given a gen- 
eral consideration of the whole subject of the administration 
of the public debt during this period and the particular pro- 
visions that have been made for setting aside certain items 
of income for debt reduction as well as the setting up of a 
sinking fund for the progressive retirement of the debt 
incurred in the prosecution of the World War. The only 
distinction in respect to the source from which payments in 
reduction of debts were derived that seemed to be necessary 
is, therefore, that between payments from so-called ordinary 
receipts and surplus. In the chapter on Financial Condi- 
tion, Chapter II, a consideration has also been given of the 
policy of the government in respect to the investment of 
public funds in subsidiary corporations and in the grant- 
ing of loans for certain purposes. The only further explana- 
tion of these statements needed is to point out that the item 


167 



168 


NATIONAL FINANCE 


^‘foreign obligations” represents the further advances made 
to certain of the foreign governments as an incident of the 
funding of the moneys previously loaned to them ; and that^ 
though the Shipping Board Construction Loan Fund has 


29. Non-Governmental Costs, 



1!)21 

1022 

1023 

1924 

1. Reduction of Debt 

3. From "'Ordinary Receipts” 

2. From "Surplus” 

Total; Reduction of Debt 

2. Investments 

$422,113,000.00 

$422,604,600.00 

486,r21,592.31 

$402, 8.50,49!. 10 
210,823,851.85 

$457,990,7.50.00 

640,804,625.87 

422,113,000.00 

908,816,102.31 

613,674,342.05 

1,098,804,375.87 

73,886,607.44 

717,834.36 



2. Securities of Subsidiary Corporations 




30,000,000.00 




2. Inland Waterways Corporation, 






16,781,320.70 





4. Federal Intermediate Credit 


12,000,000.00 

12.000,000.00 

Total: Securities of Subsidiary 
Corporations 

3. Loans 

1. Railroad obligations 

2. Shipping Board Construction 

Loan Fund^ 



16,781,320.79 

30,000,000.00 

12,000,000.00 

12,000,000.00 

340,184,212.74 

14,510,203.34 

22,066,461.87 

12,071,000.00 

3. Federal Farm Board Loan Fund. . 





i. Farmers' Seed, Feed, and Relief 
Loan Fund 

Total: Loans 

4. Other 

1,063,124.68 

1,401,326.42 


300,002.14 

351,137,337.42 

16,001,580.76 

22,066,461.87 

13,361,002.14 





Total; Investments 

S'OTAn: non-ooternmental costs 





441,815,355.65 

46,710,424.12 

34,066,461.87 i 

25,361,002.14 

$803,028,355.65 

$055,535,616,43 

$647,740,804,82 

$1,124,255,378.01 


^ Operated on basis of a revolving fund; i.e., repayments of losins arc credited directly to tbe fund for reloaning purjKtses. No 
expenditures are, therefore, included for loans made from this fund. 
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been listed, no payments to, or through, it have been indi- 
cated, since this fund is a revolving fund and no payments 
from the general treasury were made to it during the years 
covered by the statement. 


Classified by Character 


1925 

1926 

1927 

1928 

1929 

1930 

3466,538,113.83 

268,080,987.76 

$487,376,0,50.69 

385,001,522.02 

$519, .554. 844. 78 
611,754,538.56 

$540,255,020.30 

367,358,710.12 

$349,603,703.75 

123,601,013.58 

$553,883,603.25 

191,895,049.42 

734,019,101.59 

872,977,572.71 

1,131,309,383.34 

907.613,730.42 

673,204,717.33 

745,778,652.67 





12,167,000.00 













1,500,000.00 


2,500,000.00 

1,000,000.00 

2,500,000.00 

1,500,000.00 



1,000,000.00 


5,000,000.00 






1,500,000.00 


8,500,000.00 

1.000,000.00 

7.500,000.00 

1,500,000.01) 


















149,958,273.55 

4,777,807.45 





5,600.175.15 









5,600,175.15 

164.736,141.06 









6,180,509.97 







1,500,000.00 


3,500,000.00 

1,000,000.00 

31,447,685.12 

156,236,141.00 

$730,119,101.59 

$872,977,572.71 

$1,134,809,383.34 

$903,613,730,42 

$704,652,402.45 

$902, 01 4, '793. 67 


CHAPTER XV 


FEDERAL EXPENDITURES CLASSIFIED BY 
FUNCTIONS 

While an analysis of the cost proper of operating the 
government by organization units throws much light upon 
the character and cost of government operations, it does not 
tell the whole story. It is also a matter of interest to know 
the total expense that is involved in performing each of the 
several great functions undertaken by the government, such 
as national defense, promotion of education, protection and 
promotion of the public health, and the like. 

Were all the organization units of the government uni- 
functional in the sense that the activities of each fell within 
the same functional field, and were all the activities relat- 
ing to a function performed by a single organization unit, 
the analysis of expenditures by organization units would at 
the same time present an analysis of expenditures by func- 
tions. It is hardly necessary to say that no such condition 
obtains in the national government. The activities of many 
services fall within more than one functional field, as for 
example those of the Bureau of Mines, which, while having 
primarily to do with the promotion of the mining industry, 
also include the activity of promoting the safety of miners. 
And there are many cases where there are a number of 
services which, while having their own special fields of 
activities, have to do with the performance of the same 
general function, as for example in the case of the Bureau 
of Education and the Federal Board for Vocational Educa- 
tion. Information regarding the expenditures of the gov- 
ernment classified by functions can thus only be secured by 
a separate analysis having that purpose in view. 

The attempt to make an analysis of this character pre- 
sents great difficulties, and at best only an approximate 
statement of the facts is possible. The first difficulty to be 
overcome is a determination of the functions for which it is 
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desirable to have information regarding expenditures. No 
classification of functions exists, nor can one be prepared, 
that will meet all needs or be satisfactory to all persons. 

In seeking to devise such a classification that will be 
measurably satisfactory, certain distinctions must be made. 
These consist in distinguishing clearly between a function, 
an activity, and a process or operation. A function is a pur- 
pose or end sought to be accomplished, such as national 
defense, promotion of education, and the like. An activity 
is an act performed in seeking to accomplish a function, 
such as the collection of vital statistics as a feature of the 
work undertaken in promoting or caring for the public 
health. A process or operation is a part of the action taken 
in performing an activity, as, for example, the preparation 
of schedules, the editing of returns and the compilation of 
data in collecting statistics. 

Emphasis is laid upon these distinctions, since they are 
so often disregarded by persons seeking to analyze govern- 
mental costs from the functional standpoint. One thus often 
finds scientific research, statistical work, etc., which are 
activities, treated as though they were functions and set up 
as coordinate items with functions proper. As soon as one 
studies the details of government operations he finds that 
many, if not the majority, of government services engage in 
these activities as a feature of their performing distinct 
functions. The same is even more true in respect to proc- 
esses or operations. 

While it may be of interest, and at times of practical 
value, to seek to determine how much the government ex- 
pends in performing a certain activity, such as collection 
and publication of statistics, or the prosecution of scientific 
research, there is little ground for seeking to make activities 
the basis for a general analysis of governmental costs. Even 
if this were not so, the practical difficulties in the way would 
make such an effort a futile one. In like manner the deter- 
mination of process or operating costs is often of value as 
a feature of cost keeping for the services viewed individually 
but cannot be made a basis for any general analysis. It 
results, therefore, that both from the standpoint of desir- 
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ability and feasibility, the effort to analyze governmental 
coats as a whole according to character of work engaged in 
should be restricted to a distribution of total costs accord- 
ing to functions, using that term as defined above. 

A second difficulty is that, even if the effort to show 
expenditures according to ends sought to be attained is re- 
stricted to allocating expenditures according to a relatively 
few major functions, accounts are not so kept, or at least 
reports are not so rendered, as to show the parts of the 
expenditures of the several services that go to the perform- 
ance of the several functions according to which it is decided 
to attempt to show expenditures. The Bureau of Mines, for 
example, may make considerable expenditures for the pur- 
pose of promoting the health and safety of miners, but 
its accounts or reports may not reveal how much of its total 
expenditures go for this purpose. If one of the functions 
included in the classification of functions is promotion of 
health, it thus becomes impossible to charge that function 
with this expenditure. Many cases like this will be en- 
countered. This difficulty, therefore, can only be overcome 
by requiring all spending services to keep their accounts in 
such a manner as will segregate expenditures by an agreed 
upon activity and functional classification, or by the com- 
piler of the analytical statement going back to the published 
reports and analyzing anew from the original vouchers the 
expenditures of the services. It is hardly necessary to say 
that any such operation is rarely feasible. The best that can 
be done in most of such cases is, therefore, to ignore such 
expenditures and throw the total expenditures of the service 
into the items representing the primary function of the 
service, in the case mentioned, the promotion of the mining 
industry, with the addition of a footnote explaining that 
this has been done. 

A third difficulty, and one that is inherent in the whole 
undertaking, is that a classification of functions cannot be 
made in such a manner as to be mutually exclusive in respect 
to the assignment of expenditures. Thus, in the example 
just given, expenditures for the protection or promotion of 
the health of miners finds a place both in the function of the 
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promotion of the mining industry and the promotion of 
public health. The item must thus be arbitrarily assigned 
to one or the other function or be assigned to both. In the 
latter case, of course, the addition of the totals for the re- 
spective functions will produce a grand total in excess of the 
total of expenditures analyzed. Through this method it is 
possible, provided the accounts and reports produce the 
necessary data, to determine the total expenditures for a 
given function, but it is not possible to break down the 
grand total of expenditures into items accurately showing 
the part or percentage going to the several functions listed. 

Notwithstanding these difRculties, the Bureau of the Bud- 
get has attempted from the start to prepare and present in 
the budget a table having for its purpose to classify the 
expenditures of the government from a functional stand- 
point. The classification first adopted w'as followed with 
little or no modification until the last budget, that submitted 
in December, 1930, for the fiscal year ending June 80, 1932, 
where certain changes were made though leaving the gen- 
eral set up substantially as it was before. Following is a 
reproduction of this table, Table 30, as contained in the 
latest budget, the figures relating to actual expenditures 
during the year ending June 30, 1930. The attempt has not 
been made to present in this table the figures for preceding 
years, partly on account of the change made in the classifi- 
cation but primarily because, as will now be pointed out, the 
figures presented are, it is believed, so unsatisfactory. 

so. Pedekal Expenditubes, Fiscal Year 1930, Classified 
BY Function 


Amount of 

Total 

1. General Funotioiu-i 

1. Legislative .$18,910,748.90 0.35 

2. Judicial 11,299,752,92 .28 

3. Executive 283,877.25 .01 


4. General administration 25,494,379.07 .64 


1. Fiscal administration... 72,191,785.48 l.SO 

2. Government supply services. . 3,744,184.50 .09 

3. Public-buildings service 21,945,393.17 .55 
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30. Federal Expenditures, Fiscal Year 1930, Classified 
BY Function — Continued 


1. General Functions — Continued 

4. General administration — Contimied 
4. Civil pensions and allowances 
and federal payments to civil 
service and foreign service i*e- 

tirement funds 

,5. Other general expenses ^ 


Total: General administration 


6. Construction of genex*al government 
buildings, including sites 


2. Military Functions 

1. National defense 

1. General 

2. Buildings and other structures, 

including sites 

3. Aircraft 

4. Naval consti’uction, ships 

Total: National defense 

2. Military pensions; annuities, com- 

pensation, homes and hospitals for 
war veterans, and life insurance 
claims 


3. Civil Functions 

1. Foreign relations and protection of 

American interests abroad 

2. General law enforcement 

3. Provision for control of currency 

and banking 

4. Administration of Indian alfairs. . . 

5. Administration of public domain, . . 

6. Promotion and regulation of com- 
merce and industry. 

7. Promotion and regulation of aerial 

transportation 

^Salaries and expenses of the several departments not directly 
chargeable to any productive function. 


Amount 

Per 

Cent 

of 

Total 

22,048,721.78 

1,799,020.13 

.58 

.05 

122,329,105.00 

3.07 

44,921,384.94 

1.12 

$192,744,869.07 

4.83 

$599,234,935.88 

15.02 

13,143,467.76 

.33 

31,197,333.62 

.78 

58,050,214.67 

1.46 

701,625,951,93 

17.69 

885,275,349.10 

20.93 

$1,636,901,301.03 

88.52 

$14,460,125.94 

.36 

46,245,312.29 

1.13 

12,636,578.40 

.32 

31,722,665.48 

.80 

37,607,956.55 

.94 

' .23,414,621,40 

.68 

8,033,253.99 

.20 
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30. Federal Expenditures, Fiscal Year 1930, Classified 
BY Function — Continued 


Civil Functions — Cont mu ed 

8. Promotion, regulation, and opera- 
tion of marine transportation 

1. General 

Amount 

76,731,561.32 

Per 

Cent 

of 

Total 

1.92 


2. Capital stock. Inland Water- 
ways Corporation. 

1,500,000.00 

.04 


Total ; Promotion, regulation, 
and operation of marine trans- 
portation 

78,231,561.32 

1.96 

9. 

Promotion and regulation of land 
transportation 

7,397,042.80 

.19 

10. 

Postal Service (Deficiency in postal 
revenues) 

91,772,649.80 " 

2.30 

11. 

Promotion and regulation of agri- 
cultui'e 

1. General 

54,905,479.67 

1.38 


2. Seed grain loans (net) 

4,693,972.06 

.12 


8. Agricultural mai'keting loans 
(net) 

149,958,278.55 

3.76 


Total; Promotion and regula- 
tion of agriculture 

209,557,725.28 

5.26 

12. 

Promotion and regulation of fisheries 

2,438,808.12 

.06 

13. 

Promotion of labor interests 

10,256,778.36 

.26 

14. 

Immigration and naturalization .... 

9,511,766.24 

.24 

15. 

Promotion of public health 

19,521,009.63 

.49 

16. 

Promotion of public education 

14,295,360.10 

.36 

17. 

Science and research, general 

23,337,466.86 

.59 

18. 

Public improvements 

1. Roads 

86,239,162.98 

2.16 


2. Rivers and harbors 

67,695,606.36 

1.70 


3. Flood conti'ol. 

26,690,904.94 

.67 


4, Other 

15,488,606.72 

.39 


Total: Public improvements.. 

196,314,341.00 

4.92 

19. 

District of Columbia, territorial, and 
other local governments 

48,375,821.79 

1.21 

20. 

Relief expenditures. 

1,897,291.05 

.05 


Total ; Civil Functions 

$885,828,035.40 

22.22 


" Includes $58,198.91 miscellaneous items. 


176 


NATIONAL FINANCE 


30, Federal Expenditures, Fiscal Year 1930, Classified 


Nonfunctional 

1. Refunds, losses, and miscellaneous. 

Amount 

159,533,168.20 

Per 

Cent 

of 

Total 

4.00 

2. 

Fixed-debt charges 

1. Public-debt retirements chai-ge- 
able to ordinary receipts 

554,517,900,13 

13.90 


2. Interest on the public debt... 

659,347,613.07 

16.53 


Total : Fixed-debt charges .... 

1,213,865.513.20 

30,43 


Total : Nonfunctional 

.^1,373,398.681.40 

34.43 


Grand Total 

83,988,872,886.90 

100.00 


While this table has a value as indicating in a general way 
the grand purposes to which federal expenditures ai'e de- 
voted, its figures should not be taken too literally, and 
regard should always be had of the inherent difficulties 
involved in its preparation. In addition to the limitations 
of this table due to these inherent difficulties, certain other 
features detract from its worth. In the first place, included 
among the expenditures are refunds which, as has pre- 
viously been stated, should have been handled as deductions 
from receipts rather than as items of expense. Secondly, 
the table includes public debt retirement chargeable to ordi- 
nary receipts, but does not include the large sums devoted 
to reduction of debt through the application of available 
surplus. 

The most important feature of the table is, undoubtedly, 
the attempt to bring out by it the absolute and relative bur- 
dens thrown upon the treasury by expenditures for “1. 
General Functions,” “2. Military Functions,” and “o. Civil 
Functions,” and among them, first interest is probably 
directed to the extent to which purely military expenses are 
responsible for the sum total of governmental expenditures. 
Unfortunately, the table as prepared by no means briiig‘s 
out the total of expenditures that are properly chargeable 
against the military function. Under this head, the state- 
ment gives only the expenditures of the War and Navy De- 
partments, including, of course, those for the military and 


FEDERAL EXPENDITURES 


177 


naval establishments and those for .miilitary pensions and 
other aid to veterans of past wars. These two items com- 
bined do give a fair statement of current expenditures for 
national defense. They by no means, however, reflect all 
expenditures entailed by past wars. Practically the entire 
national debt was incurred in order to prosecute war, and if 
one wishes to know the total financial burden imposed upon 
the govermnent by wars past and prospective, the entire 
charge for interest on the public debt and its retirement 
should be included. There are, moreover, a number of 
other items which but for the occurrence of past wars or 
the contingency of future wars would not be represented. 

Again, the total expenditures for law enforcement, one 
of the prime functions of government, and regarding which 
it is very desirable to have figures in respect to its cost, is 
very inadequately brought out by the table. This expendi- 
ture is shown under two heads : one, Judicial, which appears 
as an item under General Functions and the other, General 
Law Enforcement, which appears under the item Civil 
Functions. Even with a consolidation of these two items 
the amount shown would still far from represent the ex- 
penditures of the government for law enforcement. Large 
expenditures must be made by such services as those hav- 
ing to do with the enforcement of the pure food and drug 
acts, the enforcement of law regarding proper commercial 
practices, and the like. 

Again, it is very desirable to know the total expenditures 
of the government for the promotion of public education. 
The figure given in this table is far below that given by the 
National Advisory Committee on Education. In the table 
presented the expenditures in the way of grants-in-aid for 
colleges of agriculture and mechanic arts and the agricul- 
tural experiment stations operated in connection with them, 
are shown as part of the expenditures for the promotion 
and regulation of agriculture, while these items are included 
ill the figure given for education by the National Advisory 
Committee on Education. The item, Scientific Research, 
General, is especially misleading, A very large proportion 
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of the services of the government engage in scientific re- 
search as an integral part of their activities. The money so 
spent by them appears under other heads. 

The foregoing has been given not with a view to create 
the impression that the Bureau of the Budget has done an 
unsatisfactory job, but rather to illustrate in a concrete way 
the inherent difficulties in the undertaking and to put the 
reader upon his guard in making use of the figures pre- 
sented. 

The fact is, that while it is possible for a person interested 
in one particular subject, such as national defense, educa- 
tion, etc., to go over the figures given in preceding tables of 
this study and arrive at a fairly close approximation to the 
total expenditures of the government for that particular 
purpose and for another person to make a similar compila- 
tion in respect to expenditures for some other function, it is 
not feasible, in the same table, to classify total expenditures 
of the government from a functional standpoint in any con- 
siderable degree of elaboration. 


CHAPTER XVI 


FEDERAL EXPENDITURES CLASSIFIED BY 
OBJECTS 

An analysis of governmental costs by organization units 
and by functions gives most of the information desired by 
the general public regarding the cost of government. For 
budgetary and administrative control purposes it is, how- 
ever, desirable to have a further analysis of this cost by 
what is known as objects of expenditure; that is, by the 
particular things, or classes of things, such as personal 
services, materials, equipment, and supplies that were pur- 
chased by the expenditures. Only as such information is 
available can assurance be had that the requests for appro- 
priations emanating from the spending services are reason- 
able, and that a due economy is being practiced in the 
conduct of their affairs by such services. For the internal 
administration of a service this information is of the highest 
value. With it available, the head of a service can compare 
the costs of operating the several units going to make up 
its field establishments, one collector of internal revenue's 
office with another, one lighthouse wdth the other light- 
houses, etc. By so doing an unusually high cost for a par- 
ticular object will immediately appear and can be made the 
subject of inquiry. 

As has been pointed out in Chapter XI, the need for data 
of this kind w^as finally appreciated by the national govern- 
ment, and provision made for keeping the accounts in such a 
manner as to furnish it in pursuance of orders given by the 
General Accounting Office in its Bulletin No. 1, May 11, 
1922. The information thus developed is made the basic 
supporting data for requests for appropriations contained 
in the Budget. No attempt is made, however, to present 
this information in the general financial reports of the gov- 
ernment in so far as the individual organizations are con- 
cerned. The budget, however, contains a general table in 
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which this information is given for the government as a 
whole. This statement, covering the period 1926-1930, is 
reproduced as Table 31.^ 

As constructed and presented in the budget, this state- 
ment is open to the objections that have been raised against 
other budget statements in that payments for reduction of 
debt from ordinary receipts and investments are treated as 
expenditures, as are refunds of taxes. The inclusion of these 
items, while improperly swelling the total of expenditures, 
does not, however, interfere with the showing of the 
amounts expended for the other objects. The greatest objec- 
tion to their inclusion, however, is that it makes it impos- 
sible to use the total of expenditures as the basis of calcula- 
tions having for their purpose to show by percentages the 
relative importance of the expenditures for each class of 
items, as is attempted to be done in the budget document. 

^ The publication of this table was begun by the Bureau of the 
Budget in 1923. The tables for the years prior to 1926 included the 
expenditures of the Postal Service, which are not included in those 
for 1926 and following years except by the single net item of Postal 
Deficiency. As a result the expenditures for the two periods are not 
comparable. 



PART V 
PUBLIC DEBT 








CHAPTER XVII 
DEBT REDUCTION 

In the preceding- pages data regarding the amount of the 
public debt and payments on account of interest on it and 
its curtailment have been given as an incident of present- 
ing information regarding the general condition, income, 
and expenditures of the national government. The impor- 
tance of the public debt as a feature of the financing of gov- 
ernment operations during the period following the late 
war make it desirable, however, that the whole subject be 
considered in one place and that further information be 
given regarding its character, its interest and amortization 
charges, its maturity dates, and the general policy that has 
been pursued in respect to debt reduction. 

The late war left the government with a debt amounting 
to over $26,000,000,000, the annual interest charge on which 
exceeded $1,000,000,000, a sum representing approximately 
one-quarter of the total expense involved in running the gov- 
ernment. The handling of this great obligation has been one 
of the major problems of the treasury during the post war 
period. This problem has had two phases: (1) The reduc- 
tion of the debt as rapidly as the economic condition of the 
country and budgetary requirements permitted; and (2) 
the refunding of the maturing debt that could not be so paid 
in such a way as would bring about a reduction in interest 
charges and the distribution of future maturities as regards 
dates and amounts so that they could be readily handled out 
of current income or with a minimum of new financing. 

The record of the government in respect to both of these 
phases cannot but be deemed to be a brilliant one. The 
interest-bearing debt which, on June 30, 1919, amounted to 
$25,234,496,274 and on June 30, 1921, to $23,737,362,080.37, 
stood at only $15,921,892,350 on June 30, 1930, a reduction 
during the ten-year period of $7,815,459,730.37, or an aver- 
age of $781,545,973-03 each year; and the remaining debt 
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has been refunded at a lower rate of interest and with ma- 
turing dates so fixed that the handling of maturities is no 
longer a serious problem. The record of the manner in which 
this favorable result has been accomplished is a matter of 
no little interest and importance. 

Provision for Debt Reduction. The attitude of the American 
people toward public debts has always been that, though the 
Incurrence of debt is often justified by special needs, debt 
nevertheless represents an evil that should be abated as 
rapidly as circumstances permit. This attitude was, if any- 
thing, more strongly adhered to following the late war than 
at any other time. Notwithstanding the natural desire to 
be relieved of the heavy burden of taxation resulting from 
the war, the demand was general that there should be no 
reduction of taxation that would prevent the carrying out 
of a policy of continuous debt payment. The only question 
that existed was as to the rate at which this retirement of 
debt should take place. 

The adoption by a government of a policy is of little avail 
unless at the same time effective steps are taken for putting 
it into execution. The means adopted by the government for 
ensuring a progressive reduction of the debt have consisted 
of the following: 

1. The setting up of a sinking fund for the retirement of 
the bonds and notes issued in connection with the prosecu- 
tion of the late war ; 

2. The provision that all repayment of principal of war 
loans to governments associated with the national govern- 
ment in the prosecution of the late war should be applied 
to reduction of debt ; 

3. The provision that foreign governments indebted to 
the government on account of war loans, relief aid, or sale 
of war supplies might pay their obligations in respect to 
both principal and interest in Liberty or Victory bonds or 
notes, in which case the, securities thus received i,vould be 
cancelled and the debt thereby automatically reduced to a 
corresponding amount; 

4. The provision that in certain cases estate taxes due the 
government might be paid in certain bonds and notes of the 
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government, in which case such obligations would be can- 
celled and the debt correspondingly reduced ; 

5. The provision that the proceeds of the franchise tax 
on net earnings of the Federal Reserve banks should be ap- 
plied to the reduction of debt ; 

6. The provision that the proceeds of the franchise tax on 
the net earnings of the Federal Intermediate Credit banks 
should be applied to the reduction of debt ; 

7. The provision that certain other miscellaneous receipts, 
gifts, forfeitures, etc., should be applied to debt reduction ; 
and 

8. The provision that the Secretarj?- of the Treasury may 
at any time use any surplus in the General Fund, over and 
above that necessary for the maintenance of an adequate 
working balance, for reduction of debt. 

An important feature of the first seven of these means is 
that, being definite orders to pay, they are treated by the 
government accounting officers and the Bureau of the Bud- 
get as obligations to be met out of the “ordinaiy receipts” 
of the government in precisely the same way as obligations 
incurred in pursuance of appropriations for the conduct of 
the government and the performance of its varied activities. 
The eighth item, having no such character, is not so treated. 
This distinction is recognized throughout the budget. The 
budget thus includes only the first seven items in its state- 
ments of actual expenditures during the last completed year 
and estimated expenditures during the year in progress and 
the year to which the budget relates. As a result, the item 
of payment of debt there appearing does not represent the 
total payment of debt during the year but only the payment 
of debt that was accomplished through application of Ordi- 
nary Receipts as represented by these seven items. The 
budgetary balance indicated thus does not represent the 
amount that the government got ahead or dropped behind 
during the year. Such a showing can only be made by adding 
to the surplus or balancing against the deficit shown the 
payments made for debt reduction from ordinary receipts. 
Thus, for example, the budget for 1931 showed for 1929 a 
budgetary surplus of $184, 787, 035.42. During that :year. 
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however^ $540,255,020.30 of debt was retired through the 
application of the sinking fund and the other six receipts 
that have been mentioned, which amount constituted one of 
the items entering into the total of expenditures which was 
set off against total receipts in order to derive the budget 
balance. The government thus bettered its financial condi- 
tion by an amount represented by the sum of these two 
amounts, or $725,042,065.72.^ 

Sinking Fund. Of these various means for debt reduction 
that for a Sinking Fund is much the most important. Pro- 
vision for the creation of this fund was made by the Victory 
Liberty Loan Act of March 3, 1919. The operations of this 
fund were extended only to the retirement of obligations 
issued for the financing of the late war. The exclusion from 
its operations of other obligations was due to their relatively 
small amount, the low interest rate borne by them, and the 
fact that they could be used by National banks as a basis 
for the issue of circulating notes. 

In setting up this fund, account was taken of the fact 
that, in the advances made by it to foreign governments as 
an incident of the prosecution of the war, the national gov- 
ernment had an asset that was in the nature of an offset to 
its war debt, and as has been indicated, Congress provided by 
law that the repayment of these loans should be devoted to 
the payment of our own debt. The sinking fund act accord- 
ingly provided that the total amount of the government’s 
war debt outstanding on July 1, 1920, should be determined; 
that from this should be deducted the total amount of the 
par value of the outstanding obligations given by foreign 
governments in return for the advances made to them ; and 
that there should be paid into the sinking fund annually a 
sum equal to 2^/2 per cent of this remainder. Calculations 
subsequently made by the treasuiy showed that the aggre- 
gate amount of the war debt outstanding on July 1 , 1920 , 

^This represents the figure resulting from the Budget Bureau’s 
system of accounting, under which investments are. treated as expendi- 
tures, and realization upon assets as a receipt. It consequently differs 
from the figure arrived at in the tables prepared for this study, 
where these and other proper accounting distinctions are observed. ' 
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was $19,581,201,450.00; that the total of the war obliga- 
tions of the foreign governments representing advances 
made to them for war purposes was $9,445,006,866.18. De- 
ducting this sum from the total of the national government's 
war obligations outstanding left a remainder of $10,136,- 
194,594.82. Two and a half per cent of this sum amounted 
to $253,404,864.87. 

Ill setting up the fund it was further recognized that the 
ability of the government to retire debt would increase in 
proportion as payments in the way of interest upon the 
debt decreased. The act accordingly provided that there 
should annually be paid into the Sinking Fund, in addition 
to this fixed and constant sum of $253,404,864.87, a further 
sum equal to all the interest that would have had to be paid 
on all obligations retired through the sinking fund since its 
first creation. It is manifest that this second payment will 
steadily increase as the aggregate of the bonds retired 
through the sinking fund increases. The result of this pro- 
vision is that, in so far as the operations of the Sinking Fund 
are concerned, the total debt charge upon the annual bud- 
gets, that is, the total of the charges for payment of interest 
and retirement of principal, remains at a constant figure. 
Any budgetary gain resulting from the cessation of payment 
of interest is automatically transferred to the item of pay- 
ment of principal. Were the operations of the Sinking Fund 
the only means of debt payment, the total debt charge would 
thus remain at a constant figure until the entire debt had 
been paid. In point of fact, as will be shown, large amounts 
of debt have been retired through the operations of the other 
provisions that have been mentioned. The reduction in the 
interest charges thereby brought about has been immedi- 
ately reflected in the budget, and has been one of the impor- 
tant reductions in expenditures that has made possible the 
successive reductions in taxation. 

Table 32 shows the payments that have been made to this 
fund from the General Fund of the treasury since it began 
to operate in 1920, all of which have been immediately ap- 
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plied to the purchase and retirement of outstanding World 
War bonds or notes. 

The most interesting feature of this table is the steady 
increase in the item representing interest that would have 
been paid on the bonds and notes purchased had these bonds 
been held by the fund as an investment. The act, however, 
directed that all the moneys received by the fund should be 
employed by the Secretary of the Treasury in the retire- 
ment of maturing debt, or if found advantageous, in the 
purchase in the open market of unmatiired debt at an 
average cost of not to exceed par and accrued interest dur- 


32. Cumulative Sinking Fund, Eeceipts 


Fiscal Year 

Fixed 

Appropriation 

Interest 

Total 

1921 

$253,404,864.87 
i 253,404,864.87 
> 253,404,864.87 

263.404.864.87 

253.404.864.87 

263.404.864.87 

253.404.864.87 

263.404.864.87 

253.404.864.87 
253,404,864.87 

$2,826,145.79 

19,726,666.86 

30,716,610.69 

41,615,473.36 

53,261,890.96 

67,779,688.84 

88,485,942.38 

101,676,462.61 

116,836,624.08 

129,620,674.14 

$256,230,010.66 

273,181,531.73 

284,121,375.46 

294,920,338.23 

306,666,756.88 

321,184,663.71 

336,890,807.25 

355,081,317.38 

370,240,488.95 

382,925,539.01 

1922 

1923 

1924 

1925 

1926 

1927 

1928 

1929 

1930 


Totals 

$2,634,048,648.70 

$647,344,069.51 

$3,181,892,718.21 


ing one year. In point of fact, the Secretary of the Treasury 
has at times been able to purchase outstanding securities at 
less than par, with the result that a larger par value of deb t 
has been extinguished than is represented by the payments 
from the Sinking Fund. It should be said that, in setting 
up the Sinking Fund it was calculated that the two payments 
required to be made to it would be adequate to retire in 
twenty-five years that portion of the war debt not covered 
by the repayment of war advances to foreign governments. 
The refunding of these advances to foreign governments on 
a basis where their repayment is extended over a much 
longer period of years than twenty-five of course disturbs 
this calculation that the entire war debt would be extin- 
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giiislied in that period of time. On the other hand, this 
change has been in part offset by the extent to which debt 
has been and is likely to continue to be paid by other means 
than the Sinking Fund. 

Much has been written regarding the futility of sinking 
funds as a device for the payment of public debts. In respect 
to their employment it is pointed out that at best they repre- 
sent merely the doing of something indirectly that can be 
as well or better done directly; that the only real means of 
debt payment is so managing financial affairs that there is 
a surplus of income over expenditures ; that if there is such 
a surplus it can as a matter of course be applied to payment 
of debt without resort to any artificial system of having 
this money first paid to a special fund known as a sinking 
fund and then used by the latter for the purchase and retire- 
ment of debt obligations; that if there is no such surplus 
the making of payments to a sinking fund which involves 
the setting up of a deficit elsewhere accomplishes no useful 
purpose but on the other hand tends to mislead in respect 
to what is really taking place in respect to net reduction of 
debt; that it is an impossibility for a government such as 
that of the United States to make a binding contract with 
itself or for one Congress to take action that will bind its 
successors, and that, consequently, it is almost certain that 
at the first real pinch the system will be modified or the 
operation of its payments temporarily suspended. 

Ail of this is quite true. At the same time, however, the 
setting up of a sinking fund with prescribed payments to be 
made to it for debt reduction purposes, can be made to serve 
a very useful purpose, and, in the case of the existing Sink- 
ing Fund of the federal government has, it is believed, ren- 
dered such service. In the first place, the setting up of this 
fund has resulted in a declaration of the most formal char- 
acter that the policy of the government is one of progressive 
debt payment. It has, secondly, set forth the general rate 
at which this reduction should take place, independently of 
all other reduction of debt through the realization upon 
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other assets. By not merely authorizing, but actually appro™ 
priating, the sums called for as payments to the Sinking 
Fund it has provided that these payments shall constitute 
integral items of the expenditure side of the budget to be 
provided for as other expenditures. All the discussion that 
takes place regarding the actual or prospective budgetary 
surplus or deficit has then to do with totals which include 
required payments to the Sinking Fund. The whole matter 
of the revenue and expenditure program of the government, 
and the extent to which conditions warrant a reduction in 


33 . Reduction op Public Debt, 



1921 

1022 

1023 

1924 

1. From Ordinary Receipts 

1. Sinking Fund 

2. Foreign Government Obligations: 

1. Repayment principal, cash 

$261,100,250.00 

73,939,300.00 

$276,046,000.00 

64,837,900.00 

$284,018,800.00 

32,140,000.00 

$295,987,350.00 

38.509.150.00 
22, 964,. 550. 00 

87.913.900.00 




68,732,950.00 

Total Foreign Government Ob- i 
ligations 1 

3. Estate taxes i 

4. Franchise tax, Federal Reserx'e Imks 

5. Net Earnings Federal Intermediate 

Credit banks 



73,939,300.00 

64,837.900.00 

100,892.950.00 

149,387,600.00 

26.348.950.00 

60.724.500.00 

21,084,850.00 

60,333,000.00 

6.568,850.00 

10,815,300,00 

8.897.050.00 

3.034.550.00 

6. Gifts, forfeitures, etc 


392,850.00 

ssi.aoi.io 

93,200.00 

Total from Ordinary Receijjts 

2. From Surplus: General Fund of the 
Treasury 

total REDUCrriON OP PRBT 

422,113,000.00 

422,694,600.00 

402.850,491.10 

457.999,750.00 


486,121,592.31 

210,823,851.85 

640,894,635.87 

$422,113,000.00 

$908,816,192.31 

$613,674,342,95 

$1,098,894,375.87 


taxation, are thus handled on the basis that this declared 
policy of the government in respect to debt reduction will be 
carried out. This giving of relative permanency and definite- 
ness in respect to debt reduction and making it an integral 
part of the government's annual financial program is a great 
gain, and more than justifies the sinking fund device, even 
tliough it may seem to have merely a bookkeeping character. 

Other Provision for Debt Reduction, Little comment is re- 
quired regarding the other provisions for the retirement of 
debt. It was quite logical and desirable that the war loans 
to foreign governments should be treated as offsets to the 
debt and that, as realized upon, their proceeds should be 
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applied to reduction of debt. The controlling motive under- 
lying the provision that the debtor governments might dis- 
charge their obligations as regards both principal and in- 
terest through the surrender of the war obligations of the 
national government was probably to strengthen the market 
for such securities, since should they at any time drop below 
par it would be advantageous to the debtor governments to 
enter the market as purchasers, an action that would tend 
to enhance the price, or at least prevent a further drop. All 
bonds surrendered in this way are as a matter of course 


Classified by Character of Payment 


1925 

102(1 

1927 

1 1928 

1929 

1930 

1300,308,400.00 

386,100.00 1 
22,823,000.00 
135,970,500.00 i 

3317,091,750.00 

4,393,500,00 

29,000,000.00 

130,260,000.00 

3333,528,400.00 

19,254,500.00 

1354,741,300.00 

19,068,000.00 

27,428,700.00 

135,307,350.00 

§370,277,100.00 

671,130.00 
37,895,300.00 
137,747,050.(10 ! 

! $388,368,950.00 

51,133,000.00 

40.335.250.00 

69.455.600.00 

159,961,800.00 

159,179,600.00 

169,0,53,500.00 

179,216,300.00 

171,804,050.00 

176,213,500.00 i 

160,925,850.00 

47,650.00 

113,646.08 

680,513.30 

208,403.95 

59,310.83 


1,. 500. 00 
249,591.17 

377,775.88 

3,080,803.25 

20,000.00 

2,667,100.00 

266,300.00 

159,703.75 

73,100.00 

4,283,000.00 

172,000.00 

60,703.25 


1 

608,. 589. 8(5 
63,900.00 

1,2.31,834,78 

5,578,310.00 

466,538,113.83 

487,376,050.69 

519,554,844.78 

540,255,020.30 

549,603,703.75 

553,883,603.25 

368,080,987.76 

385,001.523.02 

611,754,538.56 i 

387,358,710.12 

123,601,013.58 

191,895,049.42 

3734,619,101,59 

$872,977,572 71 

$1,131,309,383.34 , 

$907,613,730.42 

$673,204,717.33 

$745,778,652.67 


cancelled. Payments made in this way, in so far as they 
represent the principal of the debt, have no eifect upon the 
reduction of debt, since had the payments been made in cash 
they would have been applied to the purchase and cancella- 
tion of debt. The same, however, is not true of payments 
made in this way on account of interest. If these payments 
are made in cash they are covered into the General Fund the 
same as other receipts. If made in bonds these bonds are 
cancelled and a corresponding reduction in debt brought 
about. In point of fact, the debtor nations have to a large 
extent availed themselves of this provision with the result 
that debt reduction has been considerably speeded up. 

In the opinion of the writer there is little justihcation for 
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the provisions requiring certain revenue receipts, such as 
the franchise tax on Federal Reserve banks, estate taxes, 
gifts, etc., to be devoted to debt payment. The sums realized 
from these sources are comparatively small. Compliance 
with the provisions complicates the keeping and stating of 
the public accounts. These provisions were made prior to 
the setting up of the Sinking Fund. Now that systematic 
provision has been made for the reduction of debt through 
this device and the application of the principal of war loans 
repaid, these provisions might well be repealed. At any 
rate, if at any time the decision is made to reduce the rate 
of debt reduction, it should preferably take the form of 
eliminating these provisions rather than a modification of 
the sinking fund requirements. 

Debt Reduction Classified by Character of Payments. Table 
33 shows the moneys applied to debt reduction during the 
period 1921-1930, classified according to the source from 
which derived.^ 

From this table it will be seen that the great reduction in 
debt that has taken place during this period has been due to 
the three items of Sinking Fund, foreign obligations, and 
surplus of the General Fund of the treasury. As regards the 
foreign obligations, it will be noted that the item of interest 
largely exceeds that of repayment of principal. This has 
been due to the fact that the foreign governments have 
found it advantageous to pay such interest to a large extent 
through the surrender of federal bonds purchased by them 
in the open market at a discount. It is more than likely that 
payments of this kind will not be as important in the future, 
since the tendency is for federal bonds to be quoted closely 
to or above par. 

® The figures for Sinking Fund do not corre.spond with those given 
in Table 32, since they represent payments from the Sinking Fund 
in purchase of bonds, while those given in Table 33 represent pay- 
ments to the fund. Furthermore, the figures here given represent 
the amount of debt retired, which in cases is larger than the payments 
made from the fund, since bonds were pui'chased at a di.scount. The 
same qualification applies to reduction of debt from other receipts 
indicated. 


CHAPTER XVIII 

EXISTING DEBT CLASSIFIED BY CHARACTER 


In the prececling chapter consideration has been given to 
the provision that has been made for the systematic reduc- 
tion of the debt. It is of interest to know the effect that 
these payments have had in reducing the amount of the 
debt and the character of the debt outstanding. The close of 
the war left the government with a debt that was huge in 
amount as well as very unevenly distributed as regards 
its maturity. A very considerable portion of it was repre- 
sented by short term obligations for the payment or refund- 
ing of which immediate or early provision had to be made. 
The long term debt represented by the several liberty loans, 
was in large blocks maturing on the same date, the complete 
payment of which on their maturity, or on becoming pay- 
able, was impracticable. The treasury was thus confronted 
with a refunding problem of the first magnitude. It does 
not fall within the scope of this study to attempt to trace in 
any detail this work of refunding, which constituted one of 
the major tasks of the treasury during the period follow- 
ing the close of the war, and which has now been substan- 
tially accomplished. In carrying through this work of re- 
funding, the treasury was dominated by certain desiderata, 
the more important of which were : to reduce debt by pay- 
ment in cash as rapidly as circumstances permitted, to re- 
fund maturing, or payable, debt through the issue of new 
securities bearing a lower rate of interest than that borne 
by the obligations so payable or maturing, and to distribute 
the debt outstanding according to maturity dates so that 
future maturities could be readily handled. Especially had 
care to be taken that a sufficient amount of debt would ma- 
ture or become payable each year to permit of the meeting 
of the sinking fund requirements in respect to the purchase 
and retirement of outstanding obligations. Also it was 
desirable that the particular dates on which such obligations 
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became payable or matured and on which the payment of 
interest had to be made should correspond to the quarterly 
dates, March 15, June 15, September 15, and December 16, 
on v/hich the treasury received the bulk of its income from 
income and corporation taxes. It is due to these several 
desiderata that the refunding of the debt has not taken the 
form of a few large issues but of a large number of issues, 
varying from short-teim obligations running for less than 
two years, intermediate-term issues running for a few years, 
and other issues not maturing for a considerable period of 
years.i 

These multifarious issues fall, however, in a number of 
distinct classes. Table 34 is designed to set forth the amount 
of the debt outstanding on June 30, 1930, listed according to 
these classes. 

A few words should be said regarding the character of 
the several classes of obligations listed in Table 34. 

Pre-War Bonds. As the name indicates, pre-war bonds are 
those issued prior to the World War. They represent for the 
most part the balance of the debt incurred for the financing 
of the Civil War and for the construction of the Panama 
Canal. Although the act authorizing the construction of 
the Panama Canal provided that the cost might be met from 
the sale of bonds, a large part of such cost was in fact met 
from the ordinary receipts of the government. Character- 
istics of the pre-war bonds are the low rate of interest borne 
by them and the fact that they are available as collateral 
against which National banks may issue their circulating 
notes. 

War-Liberty Bonds. Liberty bonds represent the bonds 
issued for the financing of the late war in so far as such 
bonds have not been redeemed or converted into other obliga- 
tions as the result of post-’war debt payment and refunding 
operations. 

^ For an exceptionally interesting account of this refunding problem 
and the way it was met by the treasury, see Address by Hon. Ogden 
L, Mills, Under-Secretary of the Treasury, on ‘‘Treasury Financing” 
at the University of Virginia Institute of Public Affairs. Bulletin of 
the University of Virginia, Oct. 1, 1927. 
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34. Public Debt, June 30 , 1930 , Classified by Character 

1. Interest Bearing 

1. Bonds 

1. Pre-war $772,544,850.00 

2. War-Liberty bonds 8,201,803,900.00 

3. Treasury bonds 3,136,986,600.00 


Total bonds $12,111,335,350.00 

2. Treasury Notes 

1. Governmental Trust Funds 

1. Adjusted Service Certificate Fund 629,200,000.00 

2. Civil Service Eetirement Fund.. 134,100,000.00 

3. Foreign Service Retirement Fund 871,000.00 


Total Government Trust Funds 764,171,000.00 

2. Other 1,626,116,600.00 


Total Treasury Notes 

3. Treasury and War Savings certificates 

4. Certificates of indebtedness 

6. Treasury bills 


2,390,286,500.00 


1,264,364,600.00 

165,916,000.00 


Total Interest Bearing 16,921,892,350.00 

2. Matured Debt on which Interest has Ceased 

1. Pre-war bonds 1,712,320.26 

2. War-Liberty bonds 16,610,600.00 

3. Treasury notes 412,000.00 

4. Treasury Savings certificates 1,646,460.00 

5. Certificates of indebtedness 11,272,000.00 

6. Treasury bills 62,000.00 


Total Matured Debt on which Interest has Ceased. 31,715,870.26 


3. Debt Bearing no Interest 

1. U. S. Notes (less gold resers'e) 190,641,927.97 

2. Old demand notes 63,012.50 

3. National Bank notes (assumed by the 

United States on deposit of lawful 

money for their retirement) 35,570,939.60 

4. Fractional currency 1,990,512.42 

5. Thrift and Trea.sury Savings stamps, 

etc 3,444,186.53 

(?. Matured interest obligations outstand- 
ing 31,504,143.45 

7. Discount accrued on Treasury (War) 

Savings certificates, Matured series. , 5,173,550.00 

8. Checks outstanding 76,179,751.11 


Total Debt Bearing no Interest 


344,558,023.48 


Total Gross Debt 16,298,165,743.74 

Deduct; Treasury Balance.. 312,782,915.03 


Total Net Debt $15,985,382,828.71 

The classification of debt here given corresponds closely with that used by 
the Treasury Department in its “Monthly Statement of the Public Debt” and 
other financial reports. The only important departure from such statements 
is that these statements do not list the last four items under the heading 
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Treasury Bonds. Treasury bonds represent bonds issued 
subsequent to the late war as one of the means of refunding 
the World V/ar bonds on their becoming redeemable or ma- 
turing. The large amounts involved and the desirability of 
spreading maturities over a considerable period of years led 
the treasury to refund a portion of this debt by the issue of 
long-term obligations. 

Treasury Notes. Treasury notes are relatively short long- 
term obligations, running for not to exceed five years, 
though redeemable at a shorter interval of years, issued by 
the treasury in refunding World-War bonds. These notes 
are of two kinds ; those issued for refunding purposes gen- 
erally and those issued as a feature of investing the assets 
of certain government trust funds. Those issued for the 
latter purpose have such a special character and the motives 
for making use of them in investing the assets of these 
funds are of such interest as to warrant a more particular 
description of them. 

The Adjusted Compensation Act of May 19, 1924, pro- 
vided for the grant to the veterans of the World War of pay- 
ments having for their purpose to adjust the compensation 
that had been paid to them with a view to making such com- 
pensation as was held more adequate in amount. Had it been 
provided that such additional or adjusted compensation 
.should be paid at once, it would have involved the immediate 
payment by the treasury of sums running into the hundreds 
of millions or billions or dollars. The act accordingly pro- 

Debt Bearing No Interest or the grand total designated Total Gro-ss Debt. 
They are listed below this total and added to this total so as to give a new 
total of gross debt, though not so designated, which corresponds to the Total 
Gross Debt as given in this table. It is difficult to .see why this procedure 
is followed by the Treasury Department, since these four items constitute 
debt bearing no interest and should be so classified. Nor i.s the distinction 
sought to be set up, that between fixed and current debt obligations, since 
items appearing under the heading Debt Bearing No Interest are payalde 
upon presentation as well as the four segregated items. The Treasury state- 
ments are thus confusing, if not misleading, since they contain the item, 
Total Debt Bearing No Interest, which does not include all items of debt 
bearing no interest, and an item, Total Gross Debt, which is not a true total, 
since it does not include the four items that have been mentioned, which is 
recognized by the treasury statement itself, since these four items are added 
to the Total Gross Debt to produce a new total ■which bears no designation 
in the statement. 
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vided that instead of such payments being made to the 
veterans in cash, there should be issued to them certificates 
in the amount due them, such certificates to be redeemed 
only at the expiration of twenty years, or upon the death 
of the veteran if it occurred prior to the expiration of that 
term. These certificates thus have the character of fully 



14. Public Debt Reduction 
(From Table 34) 


paid up life-endowment insurance policies running for a 
maximum of twenty years. 

If no further provision had been made, this would have 
resulted in the payment by the treasury of constantly 
increasing sums during the twenty-year period and a very 
large sum at the end of the period. To avoid this and to 
spread the charges against the treasury more equitablj^ over 
the twenty-year period, provision was made for the setting 
up of a so-called Adjusted Service Certificate Fund, to which 
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should be paid on January 1 of each year an amount, based 
upon the American Experience Table of Mortality, which, 
if kept invested at 4 per cent, compounded annually, would 
be sufficient to pay the face value of the adjusted service 
certificates upon their maturity in twenty years or upon 
prior death of the veteran. The Secretary of the Treasury 
was authorized to invest and reinvest the moneys so paid 
into the fund from the General Fund of the treasury and 
the interest earned by the fund in interest-bearing obliga- 
tions of the United States, and to sell these obligations from 
time to time as money was needed by the fund in order to 
meet the maturing fund obligations. 

It will be noted that the calculation was made on the 
basis of the fund earning exactly 4 per cent, compounded 
annually. No purpose wmild have been served by seeking 
to invest the fund in securities returning more than that 
rate, since this would simply mean an accumulation in the 
fund of more than was necessary to meet the payments. On 
the other hand, if the investment of the fund bore an interest 
rate of less than 4 per cent, compounded annually, the fund 
would be insufficient to meet payments as they became due. 
It was, therefore, impossible to meet the investment require- 
ments of the fund exactly through the fund going into the 
market and purchasing outstanding federal obligations, 
since there were no federal obligations outstanding which 
would give an exact return of 4 per cent annually on their 
market price. Furthermore, it would be necessary for the 
fund each year to realize upon its investments in order to 
secure the cash necessary for meeting maturing adjusted 
service certificates, and market conditions might make it 
difficult for the fund to realize upon its securities under 
advantageous conditions. Finally, there would still remain 
the fact that a large sum would become payable at the 
expiration of twenty j^ears which would involve realization 
upon the large amount of securities then possessed by the 
fund. 

If the treasury w^as required each year on the first of 
January to purchase for the fund securities running into 
the millions of dollars, it could not place such a large order 
without unduly increasing the market price which the fund 
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would have to pay, and if in the course of the year it had 
to sell securities to provide the fund with cash the tendency 
would then be to depress the government securities on the 
market. The adoption of the practice of buying and selling 
on the open market would thus mean that the treasury 
would be continually purchasing for the fund on a high 
market and selling on a low market. 



(Prom Table 34) 

To meet these conditions, the treasury devised the exceed- 
ingly clever and interesting device of issuing on January 1 
each year treasury notes bearing 4 per cent interest jn the 
amount of the payment to be made to the Adjusted Service 
Certificate Fund and of purchasing as it were these notes 
with the cash payable to the fund and turning over to the 
fund the treasury notes thus purchased. These notes are 
short-term obligations and are thus constantly maturing at 
varying dates, thus producing the cash needed by the fund 
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to meet its current payments of certificates maturing- on 
account of the death of veterans. 

In a statement given to the press under date of January 2, 
1925, the treasury in explaining this method of handling 
the investment of this fund stated that it had the following 
advantages : (1) That the securities exactly fit the actuarial 
requirements which the law prescribes as the basis for fixing 
the appropriations for the fund; (2) that the bond market 
would not be disturbed by a purchase of a very large block 
of securities early in January and by a subsequent con- 
tinuous pressure for the sale of securities to provide cash 
for the fund throughout the year, the eifect of which would 
be buying on a high market and selling on a low market; 
(3) that commissions to brokers on the purchase and sale 
of government securities would be saved; (4) that it was 
not necessary to borrow on December 15th (the usual financ- 
ing day for general governmental purposes nearest Janu- 
ary 1st) additional cash and to carry this cash with a 
consequent loss of interest until it could be invested in gov- 
ernment securities on the market after the first of the year 
when the appropriation became available; (5) that the cash 
demands of the fund could be immediately satisfied by the 
redemption by the treasury of the special treasury notes, 
thus giving the whole plan great flexibility; and (6) that 
when the adjusted service certificates mature, about 1944, 
the treasury would be in a position to do the necessary 
financing to meet the conditions then existing without being 
compelled to sell a lot of miscellaneous government securi- 
ties perhaps unsuited to the market and to the treasury’s 
program. 

Practically the same plan was evolved by the treasury for 
handling the investment of the assets of the Civil Service 
Retirement Fund and the Foreign Service Retirement Fund. 

It will be noted that although these treasury notes are 
held by the three government trust funds that have been 
mentioned, they still are treated, and properly so, as part 
of the outstanding debt obligations of the government. 

Treasury and War Savings Certificates. Both the treasury 
and the war savings certificates are obligations issued dur- 
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ing the war in a form specially devised to appeal to the 
small investor. They were authorized by the Liberty Bond 
Act of September 24, 1917, and subsequent legislation. The 
treasury savings certificates were issued in amounts of $25, 
$100, and $1000 maturity value. The war savings certifi- 
cates had a maturity value of $5. In order to facilitate the 
purchase of these securities thrift stamps at twenty-five 
cents and treasury savings stamps at one dollar were sold. 
These stamps were affixed to cards which when filled in 
were received by the Treasury in payment of the treasury 
and war savings certificates. Both the savings stamps and 
the certificates were sold on a discount basis, the principal 
amount being payable on a fixed date, five years or less, 
from the date of their issue. In all, securities of this kind 
were issued to a total amount having a maturity value of 
$2,098,788,317.75, though they brought into the treasury 
only $1,623,126,446.89, the dift’erence representing the dis- 
count allowed at time of purchase in lieu of interest.^ The 
last maturity date of these certificates was July 15, 1929. 

Certificates o£ Indebtedness. Together with the treasury 
bills that will shortly be described, certificates of indebted- 
ness represent the means by which the treasury does its 
short-time financing. These certificates have maturities of 
from three to twelve months and have been issued quarterly 
on the income tax payment dates of March 15, June 15, 
September 15, and December 15, maturing on one or another 
of such dates. 

In issuing these certificates certain important considera- 
tions have to be taken into account. Among these the most 
important are to secure as low a rate of interest as possible, 
to avoid disturbing the money market, and to provide for 
the maturing of the certificates on dates when they can 
best be cared for. These several desiderata are met as here 
described. 

The Federal Reserve banks are the fiscal agents of the 
treasury and the latter’s checking accounts are for the most 
part kept with them. Treasury balances in these banks 

® Secretary of the Treasui-y Annual Eeport, 1929, p. 15. 
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thus represent money withdrawn from the market. Unless 
provision is made in some way to avoid it, these cash bal- 
ances would rise to a peak on the quarterly dates that have 
been mentioned and then, on account of governmental 
expenditures, would drop to a minimum just before the next 
quarterly date, which would mean a variation of in the 
neighborhood of $300,000,000 between the high and lovi^ 
points. Taxpayers would draw the money from the com- 
mercial banks in order to make their tax payments, which 
payments would be made to the Federal Reserve banks to 
the treasury account, thereby making a large draft upon the 
available funds in the commercial banks and as a result 
influencing interest rates generally. 

It is true that this situation might be met by redistribut- 
ing these deposits among the commercial banks upon some 
arbitrary basis. This would, however, inevitably subject 
the treasury to political pressure from time to time in favor 
of particular banks or particular districts. It was to avoid 
this that the short-time financing of the treasury through 
the certificates of indebtedness was arranged so that these 
certificates would mature on the tax payment dates. Each 
quarter, the treasury estimates the amount of money that 
will be needed by it to meet expenditures of all kinds during 
the ensuing three months. To this sum, it adds the amount 
of certificates maturing, and from the sum thus reached, 
deducts the estimated receipts during the period. The dif- 
ference represents the amount that it will be necessary to 
borrow in order to carry the government through the next 
quarterly period. As receipts have generally overrun 
expenditures, this difference has generally been less than 
the amount maturing, with the result that the refunding 
can usually be made for a .smaller amount than that of the 
maturing certificates and the public debt is thus reduced 
out of surplus. 

In issuing the new certificates, the treasury examines the 
list of maturities of outstanding obligations for the purpose 
of determining the length of time that it is desirable that 
the new issues shall run. If, for example, it finds that there 
is a vacant maturity date six months later, its new issues 
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will take the form of certificates of indebtedness running 
for six months. If it finds a vacant date eighteen months 
or longer, it will resort to the issue of treasury notes which, 
as have been described, have a life of from one to five years. 

The procedure followed by the treasury in the disposal 
of these certificates to the public was very interestingly 
described by Hon. Charles S. Dewey, then Assistant Secre- 
tary of the Treasury, in an address delivered before the 
Pennsylvania Bankers’ Convention, at Pittsburgh, on June 
8, 1927. The description given below follows Mr. Dewey’s 
statement very closely and it places even its language. 

The first step taken is to notify the fiscal agents of the 
contemplated offering of new securities and their general 
character. This information is not given until the last 
practicable moment. Upon the receipt of this advice each 
Federal Reserve bank notifies the member banks in its dis- 
trict requesting them to forward to it their subscriptions. 
Upon the same date the treasury issues a statement to the 
press describing ail of the details of the issue. In this way 
the effort is made to give the broadest possible publicity 
to the projected transaction. 

Immediately following this announcement, subscriptions 
begin to pour into the Federal Reserve banks from the banks 
in their districts, which have received them from their cus- 
tomers or are subscribing on their own account. These 
subscriptions are divided into two classes; exchange sub- 
scriptions, that is, the offering of the maturing securities 
in exchange for the new, and cash subscriptions, that is, the 
offer to purchase the new securities for cash. Acceptance 
of exchange subscriptions reduces correspondingly the cash 
required to pay maturing issues so that the larger the per- 
centage of this class of subscriptions accepted the less draft 
there will be made upon cash and the larger the amount of 
cash that will remain in the treasury available for meeting 
the expenses of the ensuing quarterly period. In determin- 
ing the relative percentages of exchange and cash subscrip- 
tions that will be received, the treasury is largely governed 
by its cash position at the time. 
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The Federal Reserve banks notify the treasury daily by 
wire of the total amount of subscriptions received, classify- 
ing them into the two groups mentioned and further classi- 
fying the cash subscriptions by principal amounts, that is 
to say, how many individual subscriptions are received for 
$1000, $10,000, $50,000, etc. This information is necessary 
in order that the treasury may make a fair allotment of the 
issue to subscribers. These short-term government securi- 
ties have become so popular as a means of investment by 
banks and corporations that the issues are invariably heavily 
oversubscribed. Due to this oversubscription, the treasury 
has equitably to allot the amounts to be issued to the several 
classes of subscribers. 

The period for receiving subscriptions generally lasts for 
from three to four days, depending somewhat upon the size 
of the oifering and the condition of the money market. 
When the treasury sees from the daily reports from the 
Federal Reserve banks that its requirements have been 
fully met, it sends out a notice terminating the offer as of a 
certain date and hour. When all of the banks have made 
their final report, the allotment is then made. This, as has 
been indicated, is based upon the idea of making as nearly 
an equitable division among all classes of subscribers as 
possible, the treasury policy being to avoid any class or 
district receiving preference in the matter of allotments. 

Especially interesting is the provision that is made for 
the payment of subscriptions by the banks. Any incor- 
porated bank or trust company desiring to participate in 
deposits of public money arising from the sale of bonds, 
treasury notes, or certificates of indebtedness may make 
application to the Federal Reserve Bank of its district to 
become a ^‘Special Depository’* with a “War Loan Account” 
and qualify by depositing authorized securities. Payments 
for subscriptions are made in the form of exchanges of 
maturing issues or in cash, or in case the bank making the 
subscription is a special depository having a War Loan 
Account by a credit to that account in favor of the Federal 
Reserve bank of its district as fiscal agent of the United 
States. To quote Mr. Dewey directly: “Too great emphasis 
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cannot be placed on the importance of the special depository 
system. Since the new issues of securities are offered on 
tax payment dates, if the subscribing banks were required 
to make payment therefor in cash, such payment, together 
with the heavy withdrawals by depositors for the purpose of 
meeting quarterly installments of taxes, would create a 
serious financial disturbance unless prompt redeposit of the 
funds was made in the same localities from which drawn. 
Under the existing system, whereby the subscribing bank 
is permitted to make payment for the securities by credit 
in its ‘War Loan’ account, the full amount of the subscrip- 
tion is for the time being retained by the bank. With- 
drawals are subsequently made as the government has need 
for funds, but such withdrawals are gradual, covering a 
period of several months following the deposit, with the 
result that there is complete avoidance of the shock which 
would be inevitable if these subscriptions, in the first 
instance, were required to be paid in cash on the date on 
which the securities were issued.” 

The advantages of this system are thus set forth by the 
Secretary of the Treasury : 

The system of Treasury certificate maturities and sales 
on quarterly dates, and payment by deposit credit, serves 
the following purposes: First, it maintains a part of the 
outstanding war debt in the form of short-term securities, 
which, on the whole has been advantageous from the stand- 
point of reducing interest charges; second, it provides the 
necessary funds to meet the current obligations of the Gov- 
ernment ; third, since the maturities of the certificates coin- 
cide with the period during which heavy tax payments are 
received, and since new certificates are paid for by deposit 
credit and not cash, an effective system has been provided 
for preventing heavy withdrawal of funds from the money 
market with consequent serious disturbance ; fourth, it 
makes the selection of the depositary and the amount of 
Government deposits in any one bank depend not upon the 
discretion of the Secretary of the Treasury but upon the 
amounts of the several subscriptions of the qualifying 
banks ; fifth, it furnishes the Government with a first-class 
primary market for its securities and with the machinery 
through which a secondary distribution can be effected. 

* Annual Report, 1929, p. 39. 
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Treasury Bills. Treasury bills consist of a new form of 
short-term obligation authorized in 1929. Great as are the 
advantages of the system of certificates of indebtedness,, 
these securities nevertheless have certain drawbacks. These, 
as set forth by the Secretary of the Treasury,'^ are as 
follows : 

1. The practice of the Treasury of borrowing, on quar- 
terly tax dates, amounts sufficient to provide for the excess 
of the ordinary expenditures over the receipts of the Gov- 
ernment during the following quarter, naturally results 
in the carrying of large deposits over considerable periods of 
time. This means that until the Government has actual use 
for the funds borrowed it loses the difference between the 
coupon rate of the securities issued and the 2 per cent which 
it receives from the banks on its deposits. 

2. While the maturing of certificates synchronizes in gen- 
eral with the collection of income taxes, as a matter of fact 
these certificates are for the most part presented for redemp- 
tion on the due date, whereas the collection of income tax 
checks is spread over a period of some days. As a result, 
Treasury disbursements exceed receipts during every income 
tax payment period, and the Treasury is obliged to borrow 
temporarily from the Federal reserve banks and to pay 
interest on this temporary borrowing in addition to the 
interest on the newly issued securities. 

8. Since certificates are issued bearing a fixed coupon 
rate, the Treasury Department is confronted with the diffi- 
cult task of accurately adjusting the interest rate to current 
market conditions. 

4. The issue of securities on certain fixed dates lacks that 
flexibility which is desirable to enable the Treasury to take 
advantage of favorable money conditions. 

5. Banks subscribe for Treasury certificates mainly 
because of the deposit privilege. A bank can generally 
afford to subscribe for these certificates and sell them imme- 
diately after or even previous to their issue at a discount, to 
the detriment of the Government credit. 

To meet these objections Secretary Mellon requested Con- 
gress to pass an act that would permit him to issue a new 
form of short-term obligations to be known as ‘Treasury 
bills.” This Congress did by the passage on June 17, 1929, 
of an act authorizing the Secretary of the Treasury to issue 
in addition to certificates of indebtedness, treasury bills in 
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order “to provide for the purchase or redemption before 
maturity of any certificates of indebtedness or treasury bills 
issued hereunder and to meet public expenditures author- 
ized by law.” These bills, it was provided, should be issued 
on a discount basis and payable at maturity without interest, 
and should be sold on a competitive basis.® 

“ This act which is entitled “An Act to amend Section 5 of the 
Second Liberty Bond Act as Amended,” reads as follows : 

That Section 5 of the Second Liberty Bond Act, as amended (United 
States Code, title 81, section 754), is hereby amended to read as 
follows : 

Sec. 5. (a) That in addition to the bonds and notes authorized by 
sections 1 and 18 of this Act, as amended, the Secretary of the 
Treasury is authorized to borrow from time to time, on the credit of 
the United States, for the jnu-poses of this Act, to provide for the 
purchase or redemption before maturity of any certificates of indebted- 
ness or Treasury bills issued hereunder, and to meet public expendi- 
tures authorized by law, such sum or sums as in his judgment may be 
necessary, and to issue therefor (1) certificates of indebtedness of 
the United States at not less than par and at such rate or rates of 
interest, payable at such time or times as he may prescribe; or (2) 
Treasury bills on a discount basis and payable at maturity without 
interest. Treasury bills to be issued hereunder shall be offered for 
sale on a competitive basis, under such regulations and upon such 
terms and conditions as the Secretary of the Treasury may prescribe, 
and the decisions of the Secretary in respect of any issue shall be 
final. Certificates of indebtedness and Treasui*y bills issued hereunder 
shall be in such form or forms and subject to such terms and condi- 
tions, shall be payable at such time not exceeding one year from the 
date of issue, and may be redeemable before maturity upon such terms 
and conditions as the Secretary of the Treasury may prescribe. 
Treasury bills issued hereunder shall not be acceptable before maturity 
in payment of intei'est or of principal on account of obligations of 
foreign governments held by the United States of America. The sum 
of the par value of such certificates and Treasury bills outstanding 
hereunder and under section 6 of the Ph'st Liberty Bond Act shall not 
at any one time exceed in the aggregate $10,000,000,000, 

(b) All certificates of indebtedness and Treasury bills issued here- 
under (after the date upon which this subdivision becomes law) shall 
be exeinjit, both as to principal and interest, from all taxation (except 
estate and inheritance taxes) now or hereafter imposed by the United 
States, any State, or any of the possessions of the United States, or 
by any local taxing authority; and the amount of discount at which 
Treasury bills are originally sold by the United States shall be con- 
sidered to be interest within the meaning of this subdivision. 

(c) Wherever the words “bonds and notes of the United States,” 
or “bonds and notes of the Government of the United States,” or 
“bonds or notes of the United States” are used in the Federal Reserve 
Act, as amended, they shall he held to include certificates of indebted- 
ness and Treasury bills issued hereunder. 
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Regarding these bills and their advantages the Secretary 
of the Treasury writes : ® 

Several important advantages may be expected to follow 
the use of the new form of short-term financing: First, 
competitive bidding for these bills should enable the Treas- 
ury to realize the lowest discount rates consistent with 
market conditions; second, the sale of these securities can 
be timed to coincide almost exactly with the need for funds, 
thus saving the interest on money borrowed ahead of 
requirements ; third, maturities can be timed to correspond 
closely to the actual collection of income taxes instead of 
all falling on the nominal date of tax payments ; fourth, the 
Treasury will be able to take advantage of periods of sea- 
sonal ease for short-term borrowing instead of being com- 
pelled, as has sometimes occurred in the past, to offer a 
large issue of securities during a period of temporary 
stringency and high money rates; fifth, since the discount 
rate is fixed by the market, and the bills are bought for 
cash by those who mean either to hold them as investments 
or for secondary distribution, they will not tend immediately 
to fall below issue price to the detriment of Government 
credit; sixth, the banks and the investing public will be 
furnished with a new instrument for the investing of 
temporary surplus funds with frequent and convenient 
maturities. 

It should be pointed out that whije this is a new type of 
security to the United States Government, there is nothing 
novel in the form, since it corresponds closely to one of the 
oldest and best established types of commercial paper, the 
bankers’ bill. The Treasury bill has been used for many 
years by the British Treasury as a most convenient and 
economical medium to obtain funds to meet current needs. 
The British Treasury has so developed the system of financ- 
ing by means of treasury bills that with weekly offerings, 
daily issues, and daily maturities it has obtained a degree 
of flexibility that enables it to adjust its cash position prac- 
tically from day to day. 

It is not the purpose of the United States Treasury to 
replace the old system but rather to continue the issue of 
certificates of indebtedness for its regular short-term financ- 
ing, supplementing with the issue of small amounts of 
Treasury bills when the need for funds between quarterly 
dates arises and the condition of the money market is 
propitious. 

" Annual Report, 1929, p. 41. 
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35, PuBuc Debt, Jttne 30, 1930, 
Classified by Chakacter and Issue 



Date 
of Loan 

Date 

Redeemable 
or Payable 

Amount 

Outstanding 

Interest 

Ikte 

1. Interest Bearing 





1. Bonds 





i. Pre-'War 





Consols of 1930 

1900 

1930 

$590,724,050.00 

2% 

Panama Canal loan 

1906 

1916-30 

48,954,180.00 

2% 

Panama Canal loan 

1908 

1918-38 

25,947,400.00 

2% 

Panama Canal loan 

1911 

1961 

49,800,000.00 

3% 

Conversion bonds 

1916-17 

1945-47 

28,894,500.00 

3% 

Postal Savings bonds 

1911-30 

f) 

19,224,720,00 

2 m, 

Total Pre-War Bonds 



772,544,850,00 


2. War Liberty Bonds 

1 




First Liberty loan 





3V£>% Bonds of 1932-47. . . . 

1917 

1932-47 

1,392,250,250.00 

3H% 

Converted 4% bonds of 





1932-47 

1917 

1932-47 

5,005,450.00 

4 % 

Converted 4*4'% bonds of 





1932-47 

1918 

1932-47 

532,798,500.00 

‘ili% 

Second converted 4J4% 





Bonds of 1932-47 

1918 

1932-47 

3,492,150.00 


Fourth Liberty loan 





434% Bonds of 1933-38. . . . 

1918 

1933-38 

6,268,251,550 00 

4K% 

Total War Liberty Bonds 



8,201,803,900.00 


3. Treasury Bonds 





414% Bonds of 1947-52 

1922 

1947-52 

758,984,300.00 

434 % 

4 % Bonds of 1944-54 

1924 

1944-54 

1,036,834,600,00 

4 % 

3M% Bonds of 1946-56 

1926 

1946-56 

489,087,100.00 

3H% 

33 , 4 % Bond.s of 1943-47 

1927 

1943-17 

493,037,750.00 

3H% 

3?4% Bonds of 1940-13 

1928 

1940-43 

359,042,950.00 

3>H% 

Total Treasury Bonds 



3,136,936,000.00 


Total Bonds 



12,111,335,350,(10 


2. Treasury Notes 





1. Goverrunent Trust Funds 





1. Adjusted Service Certificate 





Fund 





Series A-193i 

1926 

1927-31 

46,900,000.00 

4% 

Series B-1931 

1926 

1927-31 

70,000,000,00 

4% 

Series A-1932 

1927 

1928-32 

123,400,000.00 

4% 

Series A-103.1 

1028 1 

1929-33 

123,400,000.00 

4% 

Series A-1934 

1929 

1930-34 

127,700,000,00 

4% 

Series A-1035 

1930 

1931-35 

137,800,000.00 

4% 

Total Adjusted Service 





Certificate Fund 



629,200,000.00 


2. Civil Service Retirement Fund 





Series — 1931 

1927 1 

1928-31 

31,200,000.00 

4% 

Serie3-1932 

1927 

1928-31 

14,400,000.00 , 

4% 

Series— 1933 

P) 

1933* 

47,800,000,00 

4% 

Series— 1934 

(’) 

19345 

35,800,000.00 ! 

4% 

Series— 1935 

1930 

19,31-35 

4,900,000,00 

4% 

Total Civil Service Ee- 





tiremeat Fund. 



134,100,000.00 


3. Foreign Service Retirement 





Fund 





Series— 1933 

(®) 

19333 

385,000.00 

4% 

Series— 1934 


1934? 

454,000.00 

4% 

Serics~1935... 

1930 

1931-35 

32,000.00 

i % 

Total Foreign Service 





Retirement Fund 



871,000.00 ! 


Total Government Trust 





Funds.... 



764,171,000.00 I 
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35. Public Debt, Junis 30, 1930, 
Cl.^ssified by Character and Issue — Continued 



Date 
of Loan 

Date 

Redeemable 
or Payable 

Amount 

Outstanding 

Interest 

Rate 

1. Interest Bearing 





2. Treasury Notes — Coniinund 





2. Other Treasury Notes 





Series A-1930-32 

1027 

1930-32 

$074,079,850,00 

W27o 

Series B-1030-32 

1927 

1930-32 

500,311,700.00 

3.V5% 

Series G-1930-32 

1928 

193(K12 

451,723,950.00 


Total Other Treasury Notes 



1,020,115,500.00 


Total Treasury Notes 



2,390,280,500.00 


3. Treasury and War Savings Certif- 










4. Certificates of Indebtedness 





Series TS-ID30 

1929 

1930 

351,040,500.01) 

3's% 

Series TD-1930 

1930 

1930 

483,341,000.00 

31.t% 

Series TJ-T931 

1930 

1931 

429,373,000.00 

2.7-iS% 






ness. 



1,204,354,500.00 


5. Treasury Bills 





Series maturing July 14, 1930. . . . 

1930 

1930 

51,310,000.00 

2.933%» 

Series maturing August 18, 1930. 

1930 

1930 

104,000,000.00 

2,544%5 

Total Trea.sury Bills 



155,910,000,00 


Total Interest Bearing Debt. . 



15,921,892,350,00 












1. Pre-War Bond.s: 





Old debt (Matured prior to 1917) 



1,207,340.20 


Loan of 1908-18 

1808 

1918 

170,780.00 

3% 

Loan of 1925 

1805 

1925 

274,200.00 

4% 

Total Pre-War Bonds 



1,712,320,26 


2. WTir Liberty Bonds 





1. Second Liberty loan: 





Second 4’sof 1927 

1917 

1927 

1,117,150.00 

4 % 

Second dJi’s of 1927 

1918 

1927 

4,394,850.00 

4.14% 

2. Third Liberty loan: 





Third dlfsof 1928 

1918 

1928 

9,005,550.00 

414% 

3. Victory note.s: 





3-’;rs of 1922 

1019 

1922 

20,900,00 

3?4% 

4J.r.s of 1923 

1919 

1923 

1,412,150.00 


Total War Liberty Bond.s . . . 



10,010.600.00 


3. Treasury Notis 





Series A-1924 

1921 1 

1924 

27,700.00 

5?4% 

Series B-1924 

1921 ! 

1924 

15,100.00 ' 


Series A-1925 

1922 

1925 

44,000.00 


Series 3-1925 

1922 

1925 

45,700.00 

4H% 

Series C-1925 

1922 1 

1925 1 

33,800.00 

■ik% 

Scricij A-1926 

1922 ! 

1920 

17,900.00 


Series B-1920 

1022 

1920 

29,300.00 


Series A-1927 

1923 

1927 

51,400.00 


Series B-1927..... 

1923 

1927 

148,100.00 

4?'4% 

Total Treasury Notes 



412,000.00 


4. Trea.sury Saving,? Certificates 





Isiiuc of Decembor 15, 1921 

1921 

1920 

223,550.00 


Issue of September 30, 1922 

1022 

1937 

708,075.00 

3%-4% 

Issue of Dcoeinbor 1, 1923 

1923 

1928 

654,825.00 


Total Treasury Savings Cer- 





tificate.?.. 



1,640,450.00 
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35. Public Debt, June 30, 1930, 
Classified by Characteb and Issue — Continued 



Date 
of Loan 

Date 

Redeemable 
or Payable 

Amount 

Outstanding 

Interest 

Rato 

2. Matured Debt on Which Interest has 
Ceased — Continued 
.5. Certificates of Indebtedness 

Various 

Various 

$11,272,000.00 

Various 

6. Treasury Bills 

1929 

1930 

1930 

1930 

.56,000.00 

7,000.00 

3.276%s 

3.306%® 





62,000.00 


Total Matured Debt on which 



31,715,370.26 


3 . Debt Bearing No Interest 

1. Legal tender notes (Less gold re- 
servo) 

Various 

Various 

190,641,927.97 

53,012.50 

35,570,939.50 

1,090,512.42 

3,444,186.63 

31,504,143.45 

5,173,550.00 

76,179,751.11 


2« Old demand notes 

3. National Bank notes (Redemption 
account) 

4. Frftrtinnal niirrenoy 

5. Thrift and Treasury Savings stamps 

6. Matured jntercst ol)ligations out- 

standing 

7. Discount accrued on Treasury 
(War) War Savings Certifi- 
cates. Matured series 



8. Checks outstanding 



Total Debt Bearing No Interest. 

Total Gross Debt 





344,558,023.48 




16,298,165,743.74 

312,782,915.03 


Di'diifit Trensiiry ...... 

TOTAL NET DEBT, 



$16,985,382,828.71 




* Hedcenuihle on aiui after one year. Payable 20 years from issue. Amount, outstanding has been issued 
gradually from 1911 to date. 

- Various dates from June 30. 1928. 

After one year from date of i.ssue. 

Various dates from July 1, 1929. 

“ Non-intere.st bearing. Sold at a discount to give the approximate yield here staled. 

Detail Data Regarding Existing Debt. For administrative, 
if for no other reasons, it is desirable to have readily avail- 
able not only information regarding the general character 
of outstanding indebtedness, but detail data regarding each 
issue— the date of issue, date redeemable, date payable, 
amount outstanding, and interest rate. These data are 
given in Table 35 for each item of interest-bearing indebted- 
ness outstanding on June 30, 1930. There would be little 
interest in seeking to give this information for the other 
years of the ten-year period. 
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APPENDIX I 

RECEIPTS, EXPENDITURES, AND PUBLIC 
DEBT, 1791-1930 

Though the present study has for its purpose to cover 
the financial condition and operations of the government 
during the decade 1921-1930, it is thought of interest for 
comparative purposes to reproduce, in part, the data con- 
tained in the annual report of the Secretary of the Treasury 
for 1930 regarding the receipts, expenditures, and public 
debt during the entire period of the life of the national gov- 
ernment, 1791 to 1930. The tables given in that report show 
total receipts and expenditures classified by “ordinary"’ and 
those relating to the issue and redemption of the public debt, 
ordinary receipts being further classified by main sources 
from whence derived and ordinary expenditures by main 
purposes for which made. For present purposes it is thought 
sufficient to reproduce only the figures for total ordinary 
receipts, exclusive of postal receipts but Including postal 
surplus, ordinary expenditures exclusive of postal expendi- 
tures but including postal deficits, and the total gross debt. 
Persons desiring the details regarding the items contained 
in these totals can readily procure them by reference to the 
annual report of the Secretary of the Treasury. 

In using these figures for comparative purposes, it must, 
of course, be borne in mind that they are prepared on quite 
a different basis from those used in the present study, no 
attempt being made in the Treasury Department statement 
to make the accounting distinctions between federal income 
and expenditures properly speaking and those pertaining to 
trust funds, between revenue and non-revenue receipts, gov- 
ernmental costs and non-governmental costs, etc., that have 
been made in the statements presented in the body of the 
present study. Though thus not strictly comparable with 
the latter statements, the Treasury statements do, however, 
indicate in a general way the movement of government 
receipts and expenditures and serve to bring out the vastly 
increased receipts and expenditures of the government 
during the post-war decade as compared with receipts and 
expenditures in earlier years. 
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" Total Gross Debt as of January 1 instead of June 30 is given for the years 1791-1842, inclusive. 


APPENDIX II 


MONEY GOST OF THE WORLD WAR TO THE 
UNITED STATES GOVERNMENT 

The statement has frequently been made, especially by 
foreigners, that the United States not only profited enor- 
mously by the World War, but to a considerable extent, 
profited at the expense of other countries. In support of this 
statement are pointed out such facts as the great develop- 
ment in the foreign trade of the United States that has taken 
place since the outbreak of the war, the passing over of the 
United States from a debtor country to a creditor country 
with vast foreign investments, and the evidence of pros- 
perity during the post-war period furnished by the wide- 
spread ownership of automobiles, radio equipment, and the 
like and the increase that has taken place in the wage rates 
of labor. An attempt to determine the validity of this state- 
ment by the balancing of losses against gains and the extent 
to which gains can be attributed to the war would furnish 
the subject for an exceedingly interesting study. 

In such a study, one of the important elements would be 
the cost of the war effort of the United States to its govern- 
ment. The attempt to state this cost has been repeatedly 
made by the Secretary of the Treasury in his annual finan- 
cial reports. The latest estimate is that contained in the 
annual report for 1930, which is reproduced on page 221. 

In commenting upon a somewhat similar statement given 
in his annual report for 1927, the Secretary of the Treasury 
writes : 

The last official statement of the money cost of the World 
War to the United States Government was contained in the 
Annual Report of the Secretary of the Treasury for the fis- 
cal year ended June 30, 1920. After deducting the amount 
of loans to foreign governments, the net cost to that date 
was estimated at slightly over $24,000,000,000. Since that 
statement was prepared additional expenditures have been 
made on account of the war, which, together w-ith cer- 
tain necessary adjustments, have materially increased the 
amount as estimated up to 1920. 
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Money cost of the World War to the United States Government 
TO June 30, 1930 

[Net expenditures of the United States Government after deducting the 
estimated value of certain assets acquired] 


Fiscal years 1917 to 1921 





Assets June 30, 



Expenditures 

Receipts 

1921 (partly 
estimated) 

Not war cost 

EXBCUTiVE 




i 

Relief, protection, and 





transportation of 





American eitizems in 

3743,776.21 

S.58,694.40 

$20,000.00 

$665,081.81 

National security and 

defense, executive. 

1.5,031,044.90 



15,031,044.90 

Expenses, tradii\g with 

29.90 


359,998.53 

359,968.63 

INDEI’ENCBNT OmCES 


Alien Property Custodian 
Committee on Public In- 

2,(502,729.41 

2,688.22 

1,363.17 

2,658,678.02 


2,452,152.39 

5.675,384.09 

26,001.21 

124,902..35 

2,6.53.65 

7,606.74 

2,423,497.53 

5,642,875,00 

War Trade Board 

War Industries Board . . . 
European Food Relief. . . 
Council of National De- 

1,957,774.78 

94,942,644.91 

154,010.17 

3,638.42 

1,800,126.19 

94,942,644.91 




1,924,316.43 

267,243.90 

23,775.79 

1,633,296.74 

National Advisory Com- 


739,037.08 


58.60 

738,978,48 

Vocational Rehabilita- 


tjon, including na- 
tional security and 






135,745,808.09 

4,604.59 

2,000,00 

135,739,203.30 

Federal control of trans- 
portation .systems (re- 
vised to June 30, 19‘50) 
Federal control of tele- 

2,276,872.649.03 

>'585,831.026.35 

2 61,572,087.88 

1,629,460,534.80 

graph and telephone 
systems 

13,214,266.47 

107,563.44 


13,100,703.03 

Food and Fuel Adrnin- 


ififrilinnsa 

21,092,024.77 

7,572,642.85 


13,519,381,92 

Capital Issues Commit- 


tee 

147,966.09 

5,346.49 


142,019.60 

ICx^porls .'Administrative 


250,000.00 


250,000.00 

Federal Re.serve Board: 
Expenses, trading 
with the enemy act. . . 
,‘iitate, War, and Navy 


12,495.38 

12,495.38 




Department build- 
inga: National .seour- 





itv and .lefense 

36,907.23 


19,604.00 

17, 303. 23 

EVderal Tnwle Commis- 


sion: National secur- 





ity and deferi.se .and 
trading with the eiic- 






7.59,486.13 

2,196.96 

245.16 

757,01.5.01 

Interdepartmeatal t'O- 




cial ilygieiic Board: 





Protection of miiitary 
and_ naval forces and 
mitiona! security .and 

defense 

I'niicd States Emjiloy- 
ee.s’ Compensation 

1,028,57.3.84 

308.87 

1,845.59 

1,026,419.38 

Comrai:.«on: Expen.^es 



1 


in Fr.ance and n.atlonal 
•security and defense. . 
Railroari Labor Board.. . 

SO, 691. .57 
430.597.84 

45.62 


80,645.95 


430,597.84 


VRoccipj" to June MO, 19M0, after dedaeting expenditures since 1921, 
- Assets of June MO, 1930. 
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Money cost op the World War to the United States Government 

TO June 30, 1930 — Continued 

[Net expenditures of the United States Government after deducting the 
estimated value of certain assets acquired] 


Fiscal years 1917 to 1921 


mn BMKRQKNCT COR- 
PORATIONS 

United States Sugar 
Equalization Board 


United States Housing 

Corporation 

United States Shipping 
Board Emergency 
Fleet Corporation (in- 
cludes United States 

Shimiing Board) 

War Finance Corpora- 
tion (revised to June 

30, 1929) 

United States Grain 
Corporation 

INTBKIOR DEPARTMEOT 

National sceurity and 
defense, war mate- 
rials investigations, 
etc., adjustment and 
payment of mineral 
claims 


POST OPITCE DEPART- 
MENT 

National security and 
defense, e.spionage, 
and trading with the 
emany acts 

STATE DEPARTMENT 

National security and 
defense and other war 
appropriations 

DEPARTMENT OP 
AGRICULTURE 

National security and 
defense, procuring ni- 
trate of soda, stimu- 
lating agriculture, etc. 

DEPARTME.NT OP 
COMMERCE 

National security and 
defense, military re- 
seareh, etc 


Expenditures 

Receipts 

.A.ssets June 30, 
1921 (partly 
estimated) 

Net war cost 

$5,000,000.00 

$30,000,000.00 

8 $11, 370, 621, 39 

‘$36,370,621.39 

66,500,000.00 

7,659,294.11 

0 30,145,523.40: 

28,695,182.49 

3,316,100,269.06 

69,212.27 

0 243,604,524.98 

3.072,526,531.81 

500,000,000.00 


’664,577,716.68 

‘64,677,716.68 

500,000,000.00 

450,000,000.00 

8 25,000,000.00 

25,000,000.00 

4,316,697.94 

220,652.23 


4,096,045.71 

245,266.89 



245,206.89 

17,063,675.94 

24,638.42 

70,000.00 

10,969,037.52 

17,378,838.42 

1,014,346.71 

949,500.00 

16,414,901,71 

7,093,658.50 

369,127.20 

1,071.500,00 

5,053.031.30 


« Covered into Treasury on July 15, 1926. 

1 Credit, deduct. 

^ Of this sum S22,438,834.31 was covered into the Treasury during the fiscal years 1922-1926. 

0 Assets of June 30, 1030 (less continuing costs 1921-1930). 

’ Of this sum $499,000,000 was covered into the Treasury dining the fiscal year 1923, and $990,000 during 
the fiscal year 1929, as a repayment of capital stock. In addition thereto $64,352,708.79 was covered into 
the Treasury during the fiscal year as miscellaneous receipts "Earnings of War Finance Corporation." If 
the Treasury made an interest charge against the corporation on net payments (advances) from the Treasury 
the appanfit profit of $64,577,716.68 would be practically wiped out. 

8 The sum of $25,000,000 was covered into the Treasury during the fiscal year 1922; on account of the 
remaining $25,000,000 of its capital stock the Grain Corporation turned over to the Treasury certain foreign 
obligations received by it. 
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Money cost op the World War to the United States Government 
TO June 30, WZQ—Continued 

[Net expenditures of the United States Government after deducting the 
estimated value of certain assets acquired] 


Fiscal years 1917 to 1921 


Assets June 30, 
1921 (partly 
estimated) 


BBPAKTMENT 01? LABOK 

National security and 
defense, expenses in- 
terned aliens, war em- 
ployment service, etc. 

DEPARTMENT Oi? JUSTICB| 

National security and 
defense, expenses of 
aliens, etc 


TREASURY DEPARTMENT 

Bureau of War Risk In- 
surance 

Expenses of loans j 

Auditing accounts abroad 
Expenses trading with 

the enemy act 

National security and 

defense 

Collecting war revenue, 
tax oil estates, muni- 
tions, cxeess-profits 

tax, etc 

Hospital facilities, serv- 
ice. etc. (Public 

Health Service) 

Hospital construction 
(Supervising Archi- 
tect) 

Coast Guard (see Doc. 
No. 397. 05th Corp. 

3d sess.\ 

Other activities under 
Treasury Department . 
Sale of property, pfiice 
material, etc. (all de- 
partments) 


WAR DEP.AUTMEHT 

Quartermaster Corp.s: 

Pay of the Army. . . 

General appropria- 
tion Isiipplie.-i, 
services, and 
transportation; 
barrar.ks and 
quarters; con- 
struction and re- 
pair of ho.-:pitals: 
horses for Cav- 
alry, .Artillery, 
and EngiiULT.s; 
inland and port 
storajje and ship- 
ping faeilitifs)... . 

All other 

Medical Dcp.artment 

Increase for aviation j 

All other 


504,773,249. 

74,769,610.47 

1,084,546 

5,019.10 

4,320,6,38.55 

69,617,965.39 

73,109,956.85 

110,000.00 

8,250,181.00 

4,028,493.23 


0,87.3,420, 

88,737, 

316,653, 


,115.48 

,158.99 

,619.96 


5,019.10 
» 4,320,638.55 

69,617,965.39 

73,109,956.85 

110,000.00 

8,256,181.00 

4,028,493.23 


6,873,420,115.48 

88,737,158.99 

316,653,018.96 


occupied by the Veterans’ Bureau, 
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Money cost of the World War to the United States Government 
TO June 30, 1930 — Continued 

[Net expenditures of the United States Government after deducting the 
estimated value of certain assets acquired] 


Ordnance Department: 
Ordnance stores, 
supplies, iiiniuii- 
nition, equip- 
ment, etc 

Armarneiit of forti- 
fications 

Manufacture of 
arms, automatic 
rifles, armored 

motor cars 

All other 

Engineer Department: 
Bridges, depots, elec- 
trical installations, 
operations, fire control 
National Guard (Militia) 
War miscellaneous (mil- 


Sale of surplus war sup- 
plies and surplus prop- 
erty 

Due from German Gov- 
ernment account of 
army of occupation 

(June 30, 1927) 

Transfer of supplies, ma- 
terials, and equip- 
ment to other depart- 
ments without coat . . . 

Total War De- 
partment 

NAVY DEPARTMENT 

Office of the i?eeretary: 
Pay, miscellaneous. , 

Aviation, Navy 

All other 

Bureau of Navigation: 
Training stations, out- 
fits, recruiting, trans- 
portation, etc 

Bureau of Ordnance; 
Ammunition, arma- 
ment, batteries, 
stores, torpedoes, etc.. 
Bureau of Yards and 

Docks. 

Bureau of Medicine and 

Surgery 

Bureau of Supplies and 
Accounts: 


Fuel and triiiLspor- 

tation 

Maintenance 

Pay of the Navy. . . 

Provisions 

Naval supply ac- 
count fund._. . . 
Re.-ierve m.aterial . 

* Credit, deduct. 


Fiscal years 1917 to 1021 


8575.321,328.31 

3.203,470,956. 


16,283,560.220.46 


29,624,157.85 

185,301,332.24 

2,447,962.19 


502,692,026.10 
212,751, 627. 7s| 
37,694,883.10 

44,346,509.911 

133,872,9 
64,100,8 

613.134.0 

205.314.0 


A.sset.s June 30, 
1921 (partly 
catimatod) 


158,000,000.00 


8575,321.328.31 

3,203,470,956.17 


115.362.044.92 
■“ 830,973,630.92 


14,849,503,666.01 


29,624,157.85 

186,301,332.24 

2,447,062.19 


502,692,020 19 
212, 751, 627 7S 
37, 604,, 883.16 

44,340,599 91 


133., S72, 
34,100, 
613,134, 
206.314, 


064.01 
822 67 
00.5.34 

070.1.1 
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Money cost op the World War to the United States Government 
TO June 30, 1930 — Continued 

[Net expenditures of the United States Government after deducting the 
estimated value of certain assets acquired] 


Fiscal years 1917 to 1921 


NAVY OEPAUTMEN'r-- 
cmtinued 

Bureau of Coiistriiction 
and Repair . ......... 

Bureau of Steam Engi- 
neering 

Naval Academy 

Marine Corps 

Increase of the Navy: 
Construction, machin- 
ery, armor and arma- 
ment, torpedo boats, 

destroyers, etc 

Increase of compensa- 
tion, Naval E.stabUsh- 

ment 

Temporary concrete of- 
fice buildings, Navy 
and War Department.s 
Sale of war supplies and 
surplus property 


MIKCELUANIBOUB 

Increase of compensa- 
tion civilian employees 
Interest on war debt 
(1918-1921),.,...... 

Foreign obligations 
(June 30, 1930).. 

Total 


COSTINUINO COSTS 

Veterans’ Bureau: 
Salaries and ox 


Hospital /aoilities 

and services 

Medical and hos- 


pital services 

Military and_ naval 
compensation. . . . 
Military and naval 
family allowance. 
Vocational rehabili- 
tation 

Military and naval 
insurance... 


134,095,303.94 
9,203,450.90 
105, 049, 307. 04 


« 731,900.271.35 
27,205,433.20 
7,175,489.45 


3,480,781,737.32 

147,416,619.18 

2,746,640,992.03 

9,610,403,575.45 


40,033,806,942.45 


2,391,518,141.97 


4,483,046,560.99 


-Assets June 30, 
1921 (partly 
estimated) 


s 7,740,000,000.00 


9,189,664,380.37 


6144,014,058.27 

134,095,303.94 

9,263,4,59.90 

165,049,397.04 


1,900,271.35 

7,205,433.20 

7,175,489.46 

9*438,785.70 


3,401,342,961.62 

147,416,619,18 

2,746,640,992.03 

<521,114,566.52 


26,361,096.001.01 


Fiscal years 1922 to 1930 


334,928.425.98 
44,116,846.91 
291,600,273.29 
1,395.388,80 

943,289.64 

494,223,604.75 

782,899,426.11 


334,928,425.98 

44,116,846.91 

291,600,273.29 

1,395,388.899.89 

943,289.64 

494,223,604.76 

782,899,426.11 


JO Exclusive of approximately $400,000,000 expended under the act of Aug. 29, 1916, which provided for 
a 3-year building program. 

JJ Represents obligations acquired for caslj advances under Liberty bond acts. . 

^ Payments to be received under the various funding agreements have been discounted so as to show tnnir 
present value on a basis of 4 per cent per annum. Obligations acquired in connection with the sale on credit 
of surplus war material and relief supplies arc included. 
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Money cost op the World War to the United States Goyernment 

TO June 30, 1930 — Continued 

[Net expenditures of the United States Government after deducting the 
estimated value of certain assets acquired] 



FLsc.al years 1922 to 1930 

Expenditures 

Receipts 

Assets June 30, 
1921 (partly 
et)timated) 

Net war cost 

COKTimiSHQ COST 

Veterans’ Bureau: — 
eonlinMcd 

Adjusted service, 
certificate fund. . . 
Adjujited service, 
dependent pay. . , 

Total Veterans’ 
Bureau 

$672,000,000.00 

w 39,100,695.77 



1672,000,000.00 

39,100,695.77 





»4,055, 201.462.34 




4.055,201,462.34 

Interest on war debt .... 
Hogiital construction 
(Supervising Archi- 
tect) 

7,300,357.640.67 

« 17,001,442.13 

w 60,251.953.23 



7,390,357,640.67 

17,001,442.13 

50,251,953.23 



Settlement of war 
claims, act of 1928. . . . 





Total money cost 
of the World 
War to the 
United States 
to June 30, 1930 

#51,546.810,440.72' 

$4,483,046,369.00 

$0,189,664,380.37' 

137,873,908,499.36 


‘8 Fiscal year 1922, 1330,497,266.18; 1023, $363,494,439.33; 1924, $397,948,626.53; 192S, $484,300,248.96; 
1928, $485,282,668.44; 1927, $498,176,009.40; 1928, $469,523,180.99; 1920, $496,432,727.91; 1930, $520,546, 
297.58. 

Fiscal year 1922. $968,620,027.01; 1923. $1,034,178,428.77; 1924, $917,833,165.00; 1925. $862,158,338.50; 
1926, $815,307,516.39: 1927, $771,604,629.43; 1928, $713,657,257.91: 1929, $662.729.41S..32; 1030, $642,- 

w’Flacal'year 1922, $8,204,064.49; 1923, $6,441,975.07; 1924, $1,976,148.77; 1925, $317,438.89; 1926, 
$50,333.29; 1927. $22,731.94; 1929, $11,250.92 (deduct), 

»9 Fiscal year 1928, $50,000,424.18; 1929, $139,869; 1930, $111,660.07. 

Notb.— The l*re,ldeiit, under proclamation dated Nov. 14, 1921, declared the end of the war with Ger- 
many to be July 2, 1021, the date on whiob the joint resolution of Cotigrega terminating the state of war was 
approved. The figures contained herein are on the basis of warrants issued. They make allowance for esti- 
mated normal etpenditurea under the War and Navy Departmenta on a peace time basis, receipts on account 
of the sale of war supplies and surplus Government property, and assets held on June 30, 1921, a targe part 
of which has subsequently been converted into cash and covered into the Treasury, the remainder being esti- 
mated. Necessarily some of the figures represent approximations, since no cost records relating to the war 
were maintained. 
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For the purpose of a new estimate of the cost of the wai^ 
the ' Var period” has been taken as extending from April 6, 
1917s to June 30, 1921. This is based on a proclamation of 
the President dated November 14, 1921, declaring that the 
state of war between Germany and the United States offi- 
cially ended July 2, 1921. It is not possible to ascertain 
accurately the exact cost of the war on account of the fact 
that It Is necessary to deduct from the total expenditures 
the estimated normal expenditures of the Government for 
the war period, and in some instances it is necessary to 
estimate the value of the assets on hand. During the past 
year the Treasury has, however, made a detailed analysis 
of the total expenditures of the Government for the war 
period, as well as of the continuing costs thereafter up to 
June 30, 1927. As a result of this analysis it is believed that 
a conservative estimate of the net cost of the war to the 
United States to that date has been ascertained. 

This estimate makes allowances for the estimated noiTnal 
expenditures under the War and Navy Departments on a 
peace-time basis, receipts on account of the sale of war sup- 
plies and surplus government property, etc., and assets held 
on June 30, 1921, except the foreign obligations and the 
amount due from Germany on account of reimbursement of 
»the costs of the American Army of Occupation which are 
taken as of June 30, 1927. Some of the assets shown as held 
on June 30, 1921, have, subsequent to that date, been con- 
verted into cash and covered into the Treasury. The receipts 
and assets are credited against the total war expenditures. 

It is not believed that the assets representing obligations 
of foreign governments and claims against Germany for 
Army costs should be listed at their face value, but should 
be stated at their present value based upon the average 
rate of interest the United States is paying on its public 
debt. This average rate was on June 30, 1927, slightly 
under 4 per cent per annum. The payments, therefore, to 
be received under the various funding agreements have been 
discounted so as to show their present value on a basis of 
4 per cent per annum, payable semiannually. This amounts 
to approximately $7,440,000,000, or about 60 per cent of the 
value of these foreign debts based on the terms of the origi- 
nal obligations. Assuming that Austria and Greece will 
settle their debts on the same average basis, 60 per cent 
thereof or $30,000,000 should be added to the above. On 
account of the present conditions in Armenia and Russia 
the indebtedness of these governments has been eliminated 
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from the assets. The total assets representing foreign obli- 
gations are, therefore, $7,470,000,000. 

The amount due from Germany on account of reimburse- 
ment of the costs of the American Army of Occupation was 
on June 80, 1927, approximately $225,000,000. The United 
States is to receive annually out of the Dawes annuities the 
sum of 55,000,000 gold marks until this claim is satisfied. 
Assuming, therefore, that the United States will receive on 
this account the sum of $13,000,000 per annum for 17 years, 
the present value of this asset, discounted on the same 
basis as the foreign obligations, amounts to approximately 
$158,000,000. 

The continuing costs of the war are the expenses of the 
Veterans’ Bureau, interest on that part of the public debt 
of the United States created as a result of the war, and con- 
struction of hospitals for the care of veterans of the war. 

It will be noted that the Secretary of the Treasury’s state- 
ment seeks to set forth merely the cost of the war to the 
government to date. There are certain items of cost, the 
most important of which are the interest on the public debt 
and the payment of pensions and other aid to veterans of 
the war, that will continue to run for an indefinite period. 
It will not be until the last dollar of war debt has been liqui- 
dated and the last payment to or on behalf of wmr veterans 
has been made that the final cost can be determined. It is 
for this reason that each succeeding statement presented by 
the Secretary of the Treasury in his annual reports has 
shown an increase over the preceding statement. 
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